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FORWARD-LOOKING STATEMENTS

This Form 10-K includes forwarkboking statements that are based on our beliefsassumptions and on information currently avaé
to us. When used in this Form 10-K, the words ‘@péte,” “believe,” “could,” “estimate,” “expect,“intend,” “may,” “plan,” “potential,”
“predict,” “project,” “should,” “will,” “would” and similar expressions identify forwatdeking statements. Although we believe that oanp
intentions, and expectations reflected in any fodAaoking statements are reasonable, these plametions or expectations are basel
assumptions, are subject to risks and uncertajrdigd may not be achieved. These statements agd basassumptions made by us base
our experience and perception of historical trermsrent conditions, expected future developmenid ather factors that we believe
appropriate under the current circumstances. Statbnsents are subject to a number of risks andrtaiotes, many of which are beyond
control. Our actual results, performance or achieamts could differ materially from those contemgthtexpressed or implied by the forward
looking statements contained in this Form 10-K. emi@gnt factors could cause actual results to diffeterially from our forwardeoking
statements. Given these uncertainties, you shoatdpface undue reliance on these forward-lookiraefeshents. Also, forwarbboking
statements represent our beliefs and assumptidpsasrof the date of this Form ¥QJ-including particularly the Risk Factors descdhénde
Part I. Item 1A of this Form 10-K. All forwarlboking statements attributable to us or persotim@on our behalf are expressly qualifiet
their entirety by the cautionary statements sethfan this Form 10K. Actual events, results and outcomes may diffatemally from ou
expectations due to a variety of factors. Althoitgh not possible to identify all of these factattsey include, among others, the following:

« our development of, and participation in, new piddand technology offerings or applications, indhgdcustomer acceptance of
new LED product line

» deterioration of market conditions, including o@peéndence on customers' capital budgets for safeducts and service

* our ability to compete and execute our strategya ihighly competitive market and our ability to resg successfully to mart
competition;

e our ability to effectively manage the acquisitioh Harris Manufacturing, Inc. and Harris LED, LLC daour ability to successful
complete and fund potential future acquisitic

» adverse developments with respect to litigation @thér legal matters that we are subjec

» increasing duration of customer sales cy

» the market acceptance of our products and ser

* our ability to recruit and hire sales talent torgase our i-market sale:

» price fluctuations, shortages or interruptions@hponent supplies and raw materials used to matuéaour product
» loss of one or more key customers or suppliergudiicg key contacts at such custom

* our ability to effectively manage our product int@my to provide our products to customers on a ltjrbasis

* our ability to effectively manage the credit ridsaciated with our debt funded Orion Throughpute®gnent contract
» areduction in the price of electrici

» the cost to comply with, and the effects of, angrent and future government regulations, laws avities

* increased competition from government subsidiesuitity incentive program:

» the availability of additional debt financing andémuity capital; an

* potential warranty claim

You are urged to carefully consider these factasthe other factors described under Part I. Itdm‘Risk Factors"when evaluating at
forward-looking statements, and you should notglacdue reliance on these forward-looking statesaent

Except as required by applicable law, we assumebfigation to update any forwatdeking statements publicly or to update the res
why actual results could differ materially from #goanticipated in any forwatdeking statements, even if new information becoinesslable
in the future.
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ITEM 1. BUSINESS

As used herein, unless otherwise expressly statdtieocontext otherwise requires, all references‘@ion,
“Company” and similar references are to Orion Engrgystems, Inc. and its consolidated subsidiaries.

we,” "us, “our,

Overview

We are a leading provider of energy efficient lightretrofit products and services. We researcheldg, design, manufacture, mar
sell and implement energy management systems timgsigimarily of highperformance, energy efficient commercial and indalsinteriol
and exterior lighting systems, controls, power datmagement and clouzhsed data storage and related services. Our psodiectargeted f
applications in three primary market segments: cencial office and retail, area lighting and indigdthigh bay, although we do sell and ins
products into other markets. Virtually all of oales occur within North America.

Our lighting products consist primarily of light @étng diode, or LED, and high intensity fluoresteor HIF, lighting fixtures. Ot
principal customers include national accounts, gyneervice companies, electrical contractors aadtetal distributors. Substantially all of «
products are manufactured at our production fgdiitated in Wisconsin.

We previously marketed and implemented renewaldegsnsystems consisting primarily of solar genephotovoltaic, or PV, systel
and wind turbines. During fiscal 2013 and fiscall20we experienced a significant reduction in nelarsPV orders. We attribute this
reduced cash incentives and declining pricing enrfnewable energy credit markets. During fiscdl42@ve deemphasized our efforts to ot
new PV construction contracts and focused on tineptetion of previously received orders within ootas backlog, which has decreased f
$36.1 million at the beginning of our fiscal 2018%1.1 million as of March 31, 2014. We expect thénd to continue through fiscal 2015
response to this solar order decline and our detisot to pursue new PV orders, we redeployed paeeddo focus on the opportunities wit
the LED retrofit market.

We believe the market for lighting products may éveering a significant technology shift to LED ltgig systems. LED lightir
technology allows for better optical performancigngicantly reduced maintenance costs due to perémce longevity, reduced ene
consumption and flexibility in application. We conte to research and develop LED technologies aqect that, as LED performar
continues to increase and product costs decre&f2Jighting technologies will become an increasynigiriger component of our future rever
According to a May 2013 United States Departmerimdrgy report, we estimate the potential North Aose LED retrofit market within ol
key product categories to be approximately 1.1dillighting fixtures. In fiscal 2014, our LED lighg sales totaled $4.8 million or 7.2% of
total lighting revenue, compared to $1.9 million208% of our total lighting revenue for fiscal 201

Fiscal 2014 Developments

In July 2013, we completed the acquisition of tl@ity interests of Harris Manufacturing, Inc. andrkis LED, LLC, or collectively
Harris. Harris engineers, designs, sources and faetuwes energy efficient lighting systems, inchglfluorescent and LED lighting solutio
and daylighting products. The Harris acquisition has exgethour product lines, increased our sales forcepaovided growth opportuniti
into markets where we did not have a strong presespecifically, new construction, retail storenfiy commercial office and government.
preliminary purchase price for the transaction W&6.8 million, after an adjustment of $0.2 millifor excess net working capital ove
targeted amount. Harris had revenue of approxime#&4.7 million and net income of approximately $@nillion during the year end
December 31, 2012. During the nine months followtimg acquisition from July 1, 2013 to March 31, 20darris had revenue of $9.4 milli
and an operating loss of $(0.5) million. Includedthe $(0.5) million loss was $0.6 million of exgenfor intangible amortization and $
million of expense for compensation related to defi consideration. We expect the transaction ttticoe to be accretive to our earni
during fiscal 2015 after adjusting for neash amortization of intangible assets acquired untthase accounting expenses for defi
compensation.

We acquired certain LED technologies through thquasition of Harris which complement our existingrtiolio of LED lighting
products. In particular, Harris' LED door retrofir, LDR, product is designed to retrofit commera@éice and retail space, a market in wt
we have historically recognized little revenue citmition. Since the acquisition of Harris, our erggring and design teams have worke
expand the LDR product line to include architedturalustrial and contractor product categories.

During fiscal 2014, we sold our leased corporatevigch resulted in a $1.4 million loss, includiamployee severance expenses, bu
result in approximately $1.5 million in annualizedist savings. Additionally, during fiscal 2014, vexzorded a $2.3 million benefit against
valuation allowance to offset deferred tax liambtacquired from Harris.

During fiscal 2014, we actively expanded our in-ketrsales force. Our imarket sales force is responsible for the developno
indirect resellers within their territory, alongtivia continued focus on selling directly to endtoosers within their territory. We expect
continue to increase our sales headcount duringlfZ15. We expect that these additional costs wil
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increase our overall sales and marketing expenfiscal 2015 by approximately $2.3 million and tifa net benefit of these additions and
implemented cost containment initiatives will resolreduced annual expense of approximately $4ldm

Prospective Change in Reportable Segments

As of March 31, 2014, we operated in two busineggrents, which we refer to as our energy managedieiston and our engineer
systems division. Reportable segments are comperdrdn entity that have separate financial das4 tie entity's chief operating decis
maker, or CODM, regularly reviews when allocatiegaurces and assessing performance. Our CODM h@efrexecutive officer.

Beginning in fiscal 2015, we intend to reorganiae business into the following business segmentS. tharkets, Orion enginee
systems and Orion distribution services. Our U.&rkets division will focus on selling our lightirsplutions into the wholesale markets
customers include domestic energy service compaaridselectrical contractors. Our Orion engineenestesns division will focus on sellil
lighting products and construction and engineesegvices direct to end users. Additionally, Oriorgieeered systems will complete
construction management services related to egistiontracted solar PV projects. Its customers thelmational accounts, governm
municipal and schools. Our Orion distribution seeg division will focus on selling our lighting hacts internationally and began to devel
network of broad line distributors. Historicallyales of all our lighting products and the relatedts were combined through our ent
management division. For this reason, we are abitedast prior period revenue totals with respeasch of our three new business segmr
but are not able to practically recast the priaigueoperating income or loss of these new segm&Wésexpect to begin reporting under tf
new segments during our first quarter of fiscal201

For financial results by reportable segment, pleaser to Note J, "Segment Data" in our consoliddtaancial statements included
Item 8 of this Annual Report.

Energy Management Division

Our energy management division develops, manufastigells and provides technical services for #ie sf our commercial HIF a
LED lighting systems and energy management syst€@us.energy management systems deliver energy gaand efficiency gains to ¢
commercial and industrial customers without compsimg their quantity or quality of light. We estiteathat our LED and HIF ener
management systems reduce our customers’ lighéitaged electricity costs by approximately 50%, le/increasing their quantity of light
approximately 50% and improving lighting quality @hreplacing traditional high intensity dischargeHID, fixtures. Our customers typica
realize a two-to-thregear payback period from electricity cost savingseayated by our HIF and LED lighting systems withoonsiderin:
utility incentives or government subsidies. We haghl and installed our HIF and LED fixtures in o€,400facilities across North Americ
representing approximately 1.5 billion square ffetommercial and industrial building space, inahgdfor 165 Fortune 500 companies.

Our core energy management system is compriseduofHIF and LED lighting systems; our InteLite wass lighting controls; ol
Apollo Solar Light Pipe, which collects and redistites renewable sunlight and consumes no elegtrenid our integrated energy manager
services. Our technology is designed around magatfiermal and optical performance and we are agnastit relates to the actual li
source. We believe that the implementation of @mmglete energy management system enables our carstéanreduce electricity costs, wi
permanently reducing base and peak load demandtfreralectrical grid. From December 1, 2001 throlwtgrch 31, 2014 we installed mol
than 2.7 million HIF and LED lighting systems for our commerciatiandustrial customers. We are focused on leveratiiis installed base
expand our customer relationships from singledsitelementations of our HIF and LED lighting systetosenterprise-wide rolbuts of ou
complete energy management system.

We generally have focused on selling retrofit prtgevhereby we replace inefficient HID, fluorescentncandescent systems. In fis
2014 , we generated approximately 37% of our reganuthis segment through direct sales relatiorsshifth end users, compared to 4186
fiscal 2013 and 36% in fiscal 2012 . In the futuwe, intend to increase the number of oumarket sales people to focus on developing inc
customers which have represented a larger porfionrdighting revenue. We believe the effectivgpamsion of our indirect customer base
help to increase our total revenue and operatimditptlue to the extent we are successful in indneasur overall market coverage
awareness in regional and local markets. In fi264K , we generated approximately 68#@ur revenues from such indirect sales, comptn
59% in fiscal 2013 and 64% in fiscal 2012 .

We estimate that the use of our HIF and LED fixsused controls has resulted in cumulative eletyrimbst savings for our customers
approximately $2.5 billion and has reduced basepsdk load electricity demand by approximately 888gawatts, or MW, througidarch 31
2014 . We estimate that this reduced electricityscanption has reduced associated indirect carbmxiddi emissions by approximatep.(
million tons over the same period.
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Engineered Systems Division

Our engineered systems division sells and integratiernative renewable energy systems, such as aod wind. Our engineel
systems division offers solar PV systems to allaw @ustomers to convert sunlight into electricitye are a distributor, not a manufacture
solar PV systems; however, we do manufacture cewaing assemblies used to connect the indivicioddr modules to the electrical pa
Our fully integrated solar power services includepfoject development; (ii) engineering, procurepeand construction, or EPC, servi(
(i) operating and maintenance, or O&M servicas] &iv) project finance expertise. We provide ERG/&es for projects developed directh
our end customers and to projects developed bypam#ent solar power project developers. EPC semimelude engineering design
related services, advanced development of gridgiat®n solutions, and construction contracting andnagement. The procurerr
component of our EPC services includes recommendatid deployment of solar modules and componbatsie procure from third parti
We provide O&M services which can include all oc@nbination of the following scopes of work: wargnpreventative and schedu
maintenance, spare parts inventory, monitoring esybrting of plant performance and diagnosing perfmce to assist customers
maximizing energy production. We began to repoet asults of our engineered systems division asparate operating segment in the 1
quarter of fiscal 2011. During fiscal 2013 and &ik2014, we experienced a significant reductionéw solar PV orders within this division.
attribute this to reduced cash incentives and diegjipricing in the renewable energy credit markets

During fiscal 2014, we deemphasized our effortetitain new PV construction contracts and focusedhencompletion of previous
received orders within our solar backlog. We expleisttrend to continue through fiscal 2015. Inp@sse to this solar order decline and our d
emphasis on pursuing new PV orders, we redeplogesbpnel to focus on the opportunities within auergy management division.

Our Market Opportunity

We believe that energy efficient lighting systems eosteffective and environmentally responsible solutialtswing end users to redt
operating expenses. According to a May 2013 rgpantished by the United States Department of EnengDOE, we estimate the poten
North American HIF and LED retrofit market withiuoprimary markets to be approximately 1.1 billiaghting fixtures. Our primary marke
are: (i) commercial office and retail, (ii) areghting and (iii) industrial high bay.

Commercial office and retailOur commercial office and retail market includesmaeercial office buildings, retail store fror
government offices, schools and other buildingdwiaditional ten to 12 foot ceiling heights. ThOP estimates that there are approxim
957 million office troffer fixtures within the Uréd States, which is a rectangular light fixturet thit into a modular dropped ceiling g1
Additionally, the DOE estimates that less than %D adoptions during 2012 occurred within the eoercial office market. Based upon
number of fixtures available to retrofit within thearketplace and a range for our average sellifog f fixtures, we estimate the size of
market between approximately $96 and $120 billlopatential revenue. We believe we have the oppiytto increase our revenue by sen
this market with our introduction of our LDR lighg solutions.

Area lighting. Our market for area lighting includes parking gasgsurface lots, automobile dealerships and gafcsestations. T
DOE estimates that there are approximately 54 anillirea lighting fixtures within the United Statéglditionally, the DOE estimates tl
approximately 7% of LED adoptions during 2012 ocedrwithin the area lighting market. Based upon rthenber of fixtures available
retrofit within the marketplace and a range for auerage selling price of fixtures, we estimate sfze of this market at approximately !
billion in potential revenue.

Industrial high bayOur market for industrial high bay includes mantidgiag facilities, distribution and warehouse fiwds, governmel
buildings and agricultural buildings. We generasedbstantially all of our fiscal 2014 revenue fromistmarket through sales of HIF light
fixtures. We estimate that approximately 50% o$ tiiarket still utilizes inefficient HID lighting édnologies. The DOE, in its May 2013 rep
estimates that there are approximately 67 milliyh lbay fixtures within the United States. Additédlly, the DOE estimates that approxima
2% of LED adoptions during 2012 occurred within thdustrial high bay lighting market. Based upor tiumber of fixtures available
retrofit within the marketplace and a range for auerage selling price of fixtures, we estimate stee of this market at approximately !
billion in potential revenue and potentially greadlependent upon the adoption rate of LED lighpngducts.

Commercial and industrial facilities in the Unit8tates employ a variety of lighting technologiesluding HID, traditional fluorescen
LED and incandescent lighting fixtures. Our HIF drieD lighting systems typically replace HID fixtugewhich operate inefficiently becat
according to the Electric Power Research InstitateiEPRI, HID fixtures only convert approximatelg%® of the energy they consume i
visible light. We estimate our HIF and LED lightisgstems generally reduce lightingjated electricity costs by approximately 50% canex
to HID fixtures, while increasing the quantity ajht by approximately 50% and improving lightingadjty.

We believe that utilities within the United Statexognize the importance of energy efficiency aseaanomical means to man:
capacity constraints and as a loast alternative when compared to the construatasts of building new power plants. Accordingly,npai
these utilities are continually focused on demadliction through energy efficiency. According ta oesearch of individual state and uti
programs, 48 states, through legislation, regutadiovoluntary action, have seen their
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utilities design and fund programs that promoteeliver energy efficiency. In fact, as of May 3012, only Alaska and Virginia do not hi
some form of utility or state energy efficiency grams for any of their commercial or industrial toausers. Our energy management proc
are not solely dependent upon these incentive arogr but we do believe that these incentive progrpravide an important benefit as
customers evaluate their out-of-pocket cash investm

Our Solution

50/50 Value Proposition.We estimate our HIF and LED lighting systems galerreduce lightingeelated electricity costs |
approximately 50% compared to HID fixtures, whitereasing the quantity of light by approximately@b@nd improving lighting qualit
Additionally, if our motion controls with advancasfull-range dimming technology are installed, we estirttzd savings can reach up to 8
From December 1, 2001 through March 31, 2014 , eliete that the use of our HIF and LED fixtures based our customers $2.5 billidn
electricity costs and reduced their energy consianfity 32.7 billion kwh.

Multi-Facility Roll-Out Capability.We offer our customers a single source, tkeg-solution for project implementation in which
manage and maintain responsibility for entire mialtility roll-outs of our energy management solutions acrosshNamerican real este
portfolios. This capability allows us to offer ocustomers an orderly, timely and scheduled profes®cognizing energy reductions and
savings.

Rapid Payback Periodin most retrofit projects where we replace HIDtdibes, our customers typically realize a two- tcedyeal
payback period on our HIF and LED lighting systefftsese returns are achieved without consideririjyuiticentives or government subsic
(although subsidies and incentives are continuldling made available to our customers and us imexiion with the installation of o
systems that further shorten payback periods).

Comprehensive Energy Management Syst@ur. comprehensive energy management system enablesreduce our customefsst
and peak load electricity consumption. By repla@mgsting fixtures with our HIF and LED lighting s¢ms, our customers permanently re:
base load electricity consumption while signifidgmmcreasing their quantity and quality of lightle can also add intelligence to the customer
lighting system through the implementation of ooteLite wireless dynamic control devices. Thesei@vallow our customers the ability
control and adjust their lighting and energy usele based upon occupancy and type of occuparaysfent or sustained) for additional
savings. Finally, we offer a further reduction ieatricity consumption through the installation a@ntegration of our Apollo Solar Light Pif
which is a lendased device that collects and redistributes reblewsunlight without consuming electricity. By igtating our Apollo Sol:
Light Pipe and lighting system with the intelligenof our InteLite product line, the output and #leity consumption of our lighting syste
can be automatically adjusted based on the levelatiral light being provided by our Apollo Lightpe and, in certain circumstances,
customers can illuminate their facilities and remfaiff the grid” during peak hours of the day.

Easy Installation, Implementation and Maintenan€@ur HIF and LED fixtures are designed with a ligaight construction and modu
plug-andplay architecture that allows for fast and easyaitegion, facilitates maintenance and allows fasyeintegration of other compone
of our energy management system. Our office LED LdBducts are designed to allow for a fast and @&astgllation without disrupting tl
ceiling space or the office work space. We belieue systens design reduces installation time and expense amdpto other lightin
solutions, which further improves our customemsturn on investment. We also believe that our eisstandard components reduces
customers’ ongoing maintenance costs.

Expanded Product OfferingsVe have expanded our product offerings by acquigind developing LED products for commercial of
and retail, traditional interior high bay and extedighting applications. We have also introduaederior lighting products for parking |
parking garage and convenience store canopiesiiation, an LED product offering for freezer anddcstorage applications, and a hyl
fixture combining the performance benefits of bbED and fluorescent bulb technologies.

Environmental BenefitsBy allowing for the permanent reduction of elegityi consumption, our energy management systemsce
indirect CO2 emissions that are a negativephyduct of energy generation. We estimate thatafneur HIF or LED lighting systems, wh
replacing a standard HID fixture, displaces 0.2¥% &f electricity, which, based on information prded by the EPA, reduces a custommer
indirect CO2 emissions by approximately 1.2 tonsymar. Based on these figures, we estimate tieatise of our HIF and LED fixtures t
reduced indirect CO2 emissions by approximatel® 2@llion tons through March 31, 2014 .

Our Competitive Strengths

Compelling Value PropositionBy permanently reducing lightingelated electricity usage, our systems enable ostomers to achie
significant cost savings, without compromising theantity or quality of light in their facilities. #\a result, our energy management sys
offer our customers a rapid return on their investmwithout relying on government subsidies dlitutincentives. We also offer our custom
a single source solution whereby we manage andeaponsible for the entire project, including itistéon, across the entire North Americ
real estate portfolio. Our ability to offer suchtiankey, national solution allows us to deliver energguctions and cost savings to
customers in timely, orderly and planned multi-igcioll-outs.
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Large and Growing Customer Bas®/e have developed a large and growing nationabmer base, and have installed our produc
more than 10,400 commercial and industrial faetlitacross North America. As of March 31, 20 have completed or are in the proce:
completing retrofits in approximately 2,058 faddi for our Fortune 500 customers. We believe ttiatillingness of our bluehip customel
to install our products across multiple facilitiepresents a significant endorsement of our vatepgsition, which in turn helps us sell
energy management systems to new customers. Waditeleverage our expertise in managing projectess multiple facilities within ol
new LED product markets, which now include new costr opportunities with banks, insurance compariéss,food chains, retail storefror
grocery and pharmacies.

Systematized Sales Proced&e have invested substantial resources in thelal@went of our sales process. We sell to our erad
customers using a systematic mghgp sales process that focuses on our value ptiopoand provides our sales force with specifitgritifiec
tasks that govern their interactions with our costes from the point of lead generation throughweeli of our products and servic
Management of this process seeks to continuallyorgsalesforce effectiveness while simultaneoimfyroving salesforce efficiency. We a
train select resellers to follow our systemati@sagirocess, thereby extending our sales reach miaiking their businesses more effective.

Innovative TechnologyWe have developed a portfolio of &ihited States patents primarily covering variowsrednts of our HIF ar
LED fixtures. We believe these innovations allow bliF and LED fixtures to produce more light outgpar unit of input energy comparec
competitive HIF and LED product offerings. We alsave 22patents pending that primarily cover various eletser our newly developt
LED products and certain business methods. To camght our innovative energy management productiave introduced integrated ene
management services to provide our customers witinnkey solution either at a single facility oregs North American facility footprints. v
believe that our demonstrated ability to innovatevjes us with significant competitive advantage# believe that our HIF and LE
solutions offer significantly more light output emeasured in footandles of light delivered per watt of electricitynsumed when comparec
HID or traditional fluorescent fixtures.

Expanded Reseller Networln addition to selling directly to commercial anadustrial customers, we sell our lighting produats
services indirectly to end users through wholesales to electrical contractors and energy seacepanies. We now have relationships
more than 100 resellers, some of whom are exclusints for our product lines. We intend to cordina selectively build out our rese
network in the future with a focus on geographigioas where we do not currently have a strong lerset retail sales presence.

Strong, Experienced Leadership Teakive have a strong and experienced senior managdesmntled by our chief executive offic
John Scribante. Our senior leadership team ofrsiividuals has a combined 56 years of experienitle @ur company and a combin&d
years of experience in the lighting and energyagament industries.

Efficient, Scalable Manufacturing Procesd/e have made significant investments in our mastufang facility, including investments
production efficiencies, automated processes andemo production equipment. Additionally, we havepiemented lean manufactur
concepts which have improved production efficiea@ead further reduced manufacturing costs. Thesssiments have substantially incree
our production capacity, which we believe will eleabs to support substantially increased demanddtition, these investments, combi
with our modular product design and use of standardponents, enable us to reduce our cost of reyemhile better controlling producti
quality, and allow us to be responsive to custoneeds on a timely basis. We generally are ableliget standard products within one wee
receipt of order which leads to greater energy r&mvito customers through shorter implementatiore ttrames. We believe the sale:
implementation cycles for our competitors are satuially longer.

Innovative Financing Solution®Ve have developed a financing program called therOFhroughput Agreement, or OTA. Our OT/
structured similarly to a supply contract under ebhive commit to deliver a set amount of energyrsgvito the customer at a fixed mon
rate. Our OTA program allows customers to deploy energy management systems without having to nugient investments or capi
outlays. After the preletermined amount of energy savings are delivesad,customers assume full ownership of the energpagemel
system and benefit from the entire amount of ensayyngs over the remaining useful life of the tembgy. We believe the OTA allows us
capture customer sales opportunities that othemmisg not have occurred due to capital constraints.

Our Growth Strategies

Leverage Existing Customer Bas@ver the last several years, we have focused @arghng our relationships with our exist
customers by transitioning from single-site fagilimplementations to comprehensive enterprise-waleouts of our HIF and LED lightir
systems. We also intend to leverage our largeliadthase of HIF lighting systems to implementaapects of our energy management sy
particularly new LED lighting products, wirelessntmls, cloud-based power data analysis and staragebilities for our existing customers.

Pursue Additional AcquisitiondVe acquired Harris in July 2013. Harris enginedesigns, sources and manufactures energy efi
lighting systems, including fluorescent and LEDhligg solutions, and day-lighting products. In fbure, we intend
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to pursue additional acquisition opportunities thdk increase the breadth of our energy techn@egexpand our customer base, or provic
entry into new markets.

Develop New Sources of Revenue Through Expandetli&r@fferingsWe have expanded our role in the LED marketplacd,@an t
increase sales of LED fixtures for commercial affiand retail applications, schools and governmeritibgs, freezer and colstorag
applications, as well as high-bay interior applmas.

Expanded SalesforcBuring fiscal 2013 and throughout fiscal 2014, weréased the number of our sales force and intedritinue t
increase our sales force in the future. We intenth¢rease our imaarket sales force which generates revenue througheseller channe
Historically, our reseller channels have generapproximately 60% of our total lighting revenue.the future, we intend to increase
contribution of our reseller channels. Our telenstirig group generates sales leads and schedulegapents for our internal salespeople
our resellers.

Expanded Reseller Networka addition to selling directly to national accouristomers, we sell our lighting products and sex
indirectly to end users through wholesale salesl¢otrical contractors and energy service compaiés intend to continue to build out «
reseller network in the future, including the amgitof new energy service companies. Our key reselbften sell our products exclusivi
maintain product demonstration areas within thadilities, are offered our lowest pricing level afiolow our standard operating procedt
related to their sales, project management andatipeal activities.

Continue to Improve Operational Efficiencie®/e are focused on continually improving the efficdy of our operations to increase
profitability of our business. In our manufacturiogerations, we pursue opportunities to reducenvaterials, component and manufactu
costs through product engineering, lean manufawuprocess improvements, research and developmendlternative materials a
components, volume purchasing and investments imufaaturing equipment and automation. We also seekduce our installation costs
training our authorized installers to perform rétsomore efficiently and cost effectively. We tmle that realizing these efficiencies
enhance our profitability potential and allow usctmtinue to deliver our compelling value propasiti

Products and Services

We provide a variety of products and services thgether comprise our energy management systemle\the core of our ener
management system is our HIF lighting platform, ahhive primarily sell under the Compact Modular lsraame, we have recently expan
our LED lighting products and anticipate that, he future, revenue from our LED products will irese our overall lighting revenue. We o
our customers the option to build on our core Hiid &ED lighting platforms by adding our InteLite iwiess dynamic control devices
Apollo Solar Light Pipes. Together with these pradyu we offer our customers a variety of integrat@ergy management services, suc
system design, project management and installatém.refer to the combination of these products sewices as our energy manager
system.

Products
The following is a description of our primary pradist

The Compact ModularOur primary product has been our line of hjggrformance HIF lighting systems, the Compact Madulvhict
includes a variety of fixture configurations to rheastomer specifications. The Compact Modular gaheoperates at 224 watts per sxag
fixture, compared to approximately 465 watts fog thiD fixtures that it typically replaces. This wade difference is the primary reason
HIF lighting systems are able to reduce electricipsumption by approximately 50% compared to HKufes. Our Compact Modular ha
thermally efficient design that allows it to operat significantly lower temperatures than HID dibds and most other legacy lighting fixtt
typically found in commercial and industrial fatidis. Because of the lower operating temperatufesup fixtures, our ballasts and lan
operate more efficiently, allowing more electricttybe converted to light rather than to heat bration, while allowing these component
last longer before needing replacement. In additibe heat reduction provided by installing our Hilfhting systems reduces the electri
consumption required to cool our customdigilities, which further reduces their electricitpsts. The EPRI estimates that comme
buildings use 5% to 10% of their electricity congiion for cooling required to offset the heat geted by lighting fixtures.

In addition, our patented opticalgfficient reflector increases light quantity byieintly harvesting and focusing emitted light. \Atec
some of our customers have conducted tests tharaggn show that our Compact Modular product liren dncrease light quantity
footcandles by approximately 50% when replacing Hibures. Further, we believe, based on custoreactions obtained during prod
demonstrations, that our Compact Modular produrisige a greater quantity of light per watt thamgeeting HIF fixtures.

The Compact Modular product line also includesmoedular power pack, which enables us to customizecostomerslighting system
to help achieve their specified lighting and enesgyings goals. Our modular power pack integratesilyeinto a wide variety of electric
configurations at our customergacilities, allowing for faster and less expensinstallation compared to lighting systems that res
customized electrical connections. In addition, Hif lighting systems are lightweight and, we beticeasy to handle, which further redt



installation and maintenance costs and helps tid buand loyalty with electrical contractors andtadlers.
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The LED Door RetrofitOur LED door retrofit, or LDR, product was obtaingdough our acquisition of Harris and was recentiyde
available to the marketplace in January 2014. TB& lwas recently expanded to include designs fonierctural, industrial and contrac
product lines. The LDR is designed to replace &dst foot by 2 foot and 2 foot by 2 foot fluorestéroffers that are frequently found in off
or retail grid ceilings. Our LDR product is uniqurethat the LED optics and electronics are housétinvthe door frame which allows 1
installation of the product in approximately onenate. The product provides reduced maintenancensggebased upon LED chip lives rang
from 187,000 to 375,000 hours, which we equategeréormance life of the fixture's light sourcebeftween 60 and 100 years.

LED technologyWe believe we have taken a responsible approadeveloping and introducing our LED products. Weufsed ou
research and development efforts on our core campis: optical and thermal management and corthis. resulted in our introducing LE
systems primarily for use in cold storage applaadi In addition to our LED products for the csldrage industry, during fiscal 2013 |
fiscal 2014, we expanded our LED product offeriagriclude recessed downlights, wallpacks, tasktigfy food service, ambient temperar
high bay and exterior canopy fixtures. Due to inmgroents in LED technology, drastic reduction ofpchiices, availability of nambranc
drivers and seamless integration with our Intetaatrols, we believe that LED will become a largart of our overall interior lighting strate
moving forward.

InteLite Dynamic Control Devic®ur InteLite wireless dynamic control products alloustomers to remotely communicate with and
commands to individual light fixtures and otheripbkeral devices through wdiased software, and allow the customer to confignk easil
change the control parameters of each fixture based number of inputs and conditions, includimgetiof-day, motion and ambient lic
levels. Our InteLite products can be added to ol &hd LED lighting systems during or after inséibn on a “plug and playbasis b
coupling the wireless transceivers directly wite thodular power pack. Because of their modulargtesiur InteLite wireless products car
added to our energy management system easily dodeit cost when compared to lighting systems tlqtiire similar controls to be incluc
at original installation or retrofitted. Our Integiproducts allow us to provide reporting and metgcapabilities at the individual control L
level. These capabilities allow for our customersreasure and evaluate energy consumption at tuess level. Data can be collected
exported, allowing our customers to perform enemgglysis across their facilities to identify operaal practices and behaviors that be
manage energy costs.

Apollo Solar Light Pipe.Our Apollo Solar Light Pipe is a lefmsed device that collects and focuses renewapliglda bringing nature
light indoors without consuming electricity. Our élfp Solar Light Pipe is designed and manufactuceshaximize light collection during tim
of low sun angles, such as those that occur dwearty morning and late afternoon. The Apollo Sdleyht Pipe produces maximum lighti
“power” in peak summer months and during peak daylightd)ounen electricity is most expensive. By integrgtbur Apollo Solar Light Pig
with our HIF lighting systems and InteLite wirelessntrols, the output and associated electricitysooption of our HIF lighting systems «
be automatically adjusted based on the level airabtight being provided by our Apollo Solar LigRipe to offer further energy savings
our customers. In certain circumstances, our custsman illuminate their facilities “off the gridluring peak hours of the day through the
of our integrated energy management system.

Renewable Energy Product©ur engineered systems division offers solar Pstesyis to allow our customers to convert sunlight
electricity. We are a distributor, not a manufaetuof solar PV systems; however, we do manufactersin wiring assemblies used to con
the individual solar modules to the electrical ga@air fully integrated solar power services in@u@ project development; (i) EPC servic
(iii) O&M services; and (iv) project finance expse. We provide EPC services for projects develapiszttly to our end customers, to projt
developed by independent solar power project dgesto EPC services include engineering design @atkd services, advanced developr
of grid integration solutions, and construction ttaating and management. The procurement compookmur EPC services incluc
recommendation and deployment of solar modulescanapbonents that we procure from third parties. Wevide O&M services which ci
include all or a combination of the following scepef work: warranty, preventative and schedulednteaiance, spare parts invent
monitoring and reporting of plant performance amagdosing performance to assist customers in maxigiienergy production. We he
developed a network of finance partners with exgre@ in structuring norecourse project debt finance, operating and dalgiéases, pow:
purchaseagreements (PPA) and project equity from tax ogi@érdnd strategic industry equity investors. We maovide support in arrangi
and/or facilitating financing for projects on behafl our customers.

Cloud-based data computing, storad®uring fiscal 2014, we achieved Microsoft Partnetiss with a Gold Application Developm:
competency. We offer Microsoft's Windows Azure aiooomputing and SQL Azure data storage, which aldar realtime energy us
analysis and maximum energy savings.

Other Products.We also offer our customers a variety of other ,HIED, and induction fixtures to address their tigg and enerc
management needs, including fixtures designeddnbasinesses, parking lots, roadways, outdooriegigdns and private label resale.

Our warranty policy generally provides for a lintitene-year warranty on our HIF products and a édhiiveyear warranty on our LE

products. Ballasts, lamps, drivers, LED chips atigioelectrical components are excluded from camdard warranty since they are covere
separate warranties offered by the original equitmeanufacturers. We coordinate and process custome
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warranty inquiries and claims, including inquireasd claims relating to ballast and lamp componéhteugh our customer service department
Services
We provide a range of fee-based lighting-relatestgyn management services to our customers, ingudin

« comprehensive site assessment, which includessiaw of the current lighting requirements andrggeusage at the customer’
facility;

» site field verification, or SFV, during which weerform a test implementation of our energy mansagg system at a customer’
facility;

« utility incentive and government subsidy managemaititere we assist our customers in identifying,ldpp for and obtainin
available utility incentives or government subssglie

e engineering design, which involves designing a amsted system to suit our customers' facility liggtand energy managem
needs, and providing the customer with a writtealysis of the potential energy savings and lightamgl environmental benel
associated with the designed system;

e project management, which involves our working witie electrical contractor in overseeing and mamaghll phases
implementation from delivery through installatioor fa single facility or through multi-facility rebuts tied to a defined proje
schedule;
» installation services, for our products, whict provide through our national network of qualifie@d-party installers; ar
» recycling in connection with our retrofit ind&tions, where we remove, dispose of and recycteostomers legacy lighting fixture
We also provide other services which comprise alsan@ount of our revenue. These services primanifjude management and con
of power quality and remote monitoring and contoblour installed systems. We also sell and distabreplacement lamps and fixt
components into the after-market.
Our Customers

We primarily target commercial and industrial cuséws who have warehousing, manufacturing, and efiécilities. As ofMarch 31

2014 , we have installed our products in 10,46inmercial and industrial facilities across Nortmdrica. Our diversified customer b
includes:

American Standard International Inc.  Dollar General Corporation Newell Rubbermaid Inc. SYSCO Corp.
Anheuser-Busch Companies, Inc. Gap, Inc. OfficeMax, Inc. Textron, Inc.

Avery Dennison Corp. General Electric Co. PepsiCo Inc. Toyota Motor Corp.
Big Lots Inc. Kraft Foods Inc. Sealed Air Corp. United Stationers Inc.
The Coca-Cola Co. Miller Coors LLC Sherwin-Williams Co. U.S. Foodservice

One single solar customer, Standard Alternative La€ounted for 23% of our total revenue during fis2@14. No single custom
accounted for 10% or more of our total revenuerdufiscal 2013 or fiscal 2012.

Sales and Marketing

We sell our products directly to commercial anduisttial customers using a systematic msiléip process that focuses on our v
proposition and provides our sales force with acsjeprotocol for working with our customers frothe point of lead generation throt
delivery of our products and services. In fiscall20we created a telemarketing function for theppee of lead generation and custc
appointment scheduling, established a sales ahdaéagy office in Houston, Texas, and increasedsales and marketing headcount thrc
the addition of direct imrarket salespeople. In fiscal 2013, we streamlioedtelemarketing function with an emphasis on iovprg the
quality of leads generated, developed a strategxpand our direct sales force, implemented prodercgion control for our wireless prodt
and transitioned the compensation plans of ousdalee to an increasingly performance based maadiscal 2014, we continued to incre
our in-market sales force and transitioned thissé&brce to focus on indirect customer growth. Wkelre that an inmarket sales force focus
on providing technical product and sales suppoduoresellers provides us with a greater poteffiiatevenue growth. During fiscal 2015,
intend to continue to increase our in-market stlese.

We also sell our products on a wholesale basisatoevadded resellers. We often train our valdded resellers to implement



systematic sales process to more effectively resgllproducts to their customers. We attempt ternage the customer relationship:
these value-added resellers to further extend dographic scope of our selling efforts. We work prratively with our valuedded resells
channels through participation in national tradgaoizations, by providing training on our sales
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methodologies, including the development and diistion of standard sales reseller operating praesdand by providing training to ¢
resellers to enable them to conduct their own gnemrkshops with their customer and prospect bagésintend to continue to expand
reseller network.

We also sell our products and services indireatlyotir customers through their electrical contractor distributors, or to electric
contractors and distributors who buy our productd eesell them to end users as part of an instgltegect. We believe these relationsl
allow us to increase penetration into the lightiegrofit market because electrical contractors rofteve significant influence over tk
customerslighting product selections. Even in cases wheresgtethrough these indirect channels, we striveaee our own relationship w
the end user customer.

We have historically focused our marketing effoots traditional direct advertising, as well as depatg brand awareness throl
customer education and active participation in drathows and energy management seminars. In the thase efforts have incluc
participating in national, regional and local tramtganizations, exhibiting at trade shows, exegutargeted direct mail campaigns, adverti
in select publications, public relations campaiggial media and other lead generation and braiiditg initiatives. We are also activ
training contractors and resellers on how to eiffety represent our product offering and have desigan intensive classroom trair
program, which we refer to as Orion Universityctmplement the energy management workshops we coimdthe field. During the first he
of fiscal 2015, we intend to invest in a brandilagnpaign to better position us as an LED compamutdirect customers and our resellers.
expect our branding campaign to result in genegadofditional sales pipelines, increasing the nunobewur resellers and increasing our ms
share in newer markets, like schools and commeofiimle space. We believe this branding investm&nital in strengthening our position
an LED lighting solutions provider and improvingra@bility to compete against existing LED lightingmpanies.

Competition

The market for energy efficiency lighting produatsd services is fragmented. We face strong conmpefirimarily from manufacture
and distributors of energy management productssandces as well as electrical contractors. We amprimarily on the basis of technolc
price, quality, customer relationships, energycégficy, customer service and marketing support.

There are a number of lighting fixture manufactariat sell HIF and LED products that compete wiih lighting product lines. Lightir
companies such as Acuity Brands, Inc., Cooper lnghdivision of Eaton Corporation plc, Cree, Irand Hubbell Incorporated are some of
main competitors within the commercial and indadtnarkets. Recently, electronics companies, lim&ing and LG Electronics, have be
to develop and commercialize lighting fixtures. $deompanies generally have large and diverse prdides. Many of these competitors
better capitalized than we are, have strong exjstimstomer relationships, greater name recognitioil more extensive engineering
marketing capabilities. We also compete for safesuo HIF and LED lighting systems with manufactsrand suppliers of older fluoresc
technology in the retrofit market. Some of the nfanturers of HIF and HID products that compete witin HIF and LED lighting systems ¢
their systems at a lower initial capital cost tiila@ cost at which we sell our systems, althougtbeleve based on our industry experience
these systems generally do not deliver the ligladityjuand the cost savings that our HIF and LEDfiigg systems deliver over the long-term.

Many of our competitors market their manufacturigtiting and other products primarily to distribigarho resell their products for 1
in new commercial, residential, and industrial ¢ongion. These distributors, such as Graybar Ete@ompany, Gexpro (GE Supply) ¢
W.W. Grainger, Inc., generally have large custobases and wide distribution networks and suppsieotrical contractors.

We also face competition from companies who prowdergy management services. Some of these coorpetuch as Johns
Controls, Inc. and Honeywell International, provhugsic systems and controls designed to furtheggrefficiency.

Intellectual Property

As of March 31, 2014 , we had been issued 52 UrStates patents, and had applied foa#éditional United States patents. The pate
and patent pending technologies cover various iatie® elements of our products, including our HHe & ED fixtures, InteLite wirele:
controls and Apollo Solar Light Pipes. Among otligngs, we believe that our innovations allow ouF Hixtures to produce more light out]
per unit of input energy compared to competitivé ldtoduct offerings. Our patent pending LED dodrafi product allows for a significant
quicker installation when compared to competitodmmercial office lighting products. Our smart ligig controls allow our lighting fixture
to selectively provide a targeted amount of lighiene and when it is needed most.

We believe that our patent portfolio as a wholmaterial to our business. We also believe thatpatents covering our ability to mani
the thermal and optical performance of our LED &h# lighting products are material to our busines®] that the loss of these patents ¢
significantly and adversely affect our busines®rafing results and prospects.

Manufacturing and Distribution
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We own an approximately 266,000 square foot manuifag and distribution facility located in Manitow, Wisconsin. We have me
significant investments in new equipment and indkegelopment of our workforce to expand our intepraduction capabilities and incre:
production capacity. As a result of these investiiame are generally able to manufacture and adsewnb products internally. We supplerr
our in-house production with outsourcing contraxgsrequired to meet shagrm production needs. We believe we have suffigieaductiol
capacity to support a substantial expansion oboginess.

We generally maintain a significant supply of ravaterial and purchased and manufactured compongantory. We manufactu
products to order and are typically able to shipshawders within 14 days of our receipt of a pusgharder. We contract with transporta
companies to ship our products and manage all esspédistribution logistics. We generally ship guoducts directly to the end user.

Research and Development

Our research and development efforts are centenedeweloping new products and technologies, enhgnekisting products, a
improving operational and manufacturing efficieisci€he products, technologies and services weearelaping are focused on increasing
user energy efficiency. We are also developingtilighproducts based on LED technology and compr&ierighting management softwe
During fiscal 2013, as part of our strategic refjcwe streamlined our product development initegiwith a focus on disciplined coni
releases versus a process of continuous developMerinhg fiscal 2014, we developed and commeraalithe LDR product obtained throt
the acquisition of Harris. Our research and develemt expenditures were $2.5 million , $2.3 milliamd $2.0 million for fiscal years 2012
2013 and 2014, respectively.

Regulation

Our operations are subject to federal, state, aadl laws and regulations governing, among othieig) emissions to air, discharge
water, the remediation of contaminated propertiesthe generation, handling, storage, transportatieatment, and disposal of, and expc
to, waste and other materials, as well as lawsregdlations relating to occupational health anétyafWe believe that our business, operat
and facilities are being operated in compliancallimaterial respects with applicable environmeatal health and safety laws and regulations

State, county or municipal statutes often requir@ & licensed electrician be present and supepasé retrofit project. Further,
installations of electrical fixtures are subjecttampliance with electrical codes in virtually plfisdictions in the United States. In cases w
we engage independent contractors to perform owofiteprojects, we believe that compliance withesk laws and regulations is
responsibility of the applicable contractor.

Our Corporate and Other Available Information

We were incorporated as a Wisconsin corporatioApnl 1996 and our corporate headquarters are éacat 2210 Woodland Driv
Manitowoc, Wisconsin 54220. Our Internet websitdrads is www.oesx.com. Our Annual Reports on Fd 1Quarterly Reports on Fol
10-Q, Current Reports on FormkBand amendments to those reports filed or furrdspersuant to Section 13(a) or 15(d) of the Seieg
Exchange Act of 1934, as amended, or the Exchamgeafe available through the investor relationgepaf our internet website free of che
as soon as reasonably practicable after we elacaignfile such material with, or furnish it tdhé Securities and Exchange Commission, ¢
SEC.

Employees

As of March 31, 2014 , we had 229 full-time anga8ttime employees. Our employees are not representeahyp labor union, and v
have never experienced a work stoppage or strilkeecd¥isider our relations with our employees to diedg

ITEM 1A. RISK FACTORS

You should carefully consider the risk factors feeth below and in other reports that we file frdime to time with the Securities ¢
Exchange Commission and the other information is #nnual Report on Form -K. The matters discussed in the following risk dest anc
additional risks and uncertainties not currentlyokyn to us or that we currently deem immaterial,Idchave a material adverse effect on
business, financial condition, results of operatand future growth prospects and could cause thdig price of our common stock to decl

We face significant challenges as the market adopt€ED technologies for general lighting.

Our potential for growth depends significantly upihe adoption rate of LED products within our prisnanarkets and our ability
participate in this anticipated market trend. Toameeffective participant in this expected growlrigD market opportunity, we must keep
with the evolution of LED technology, which has hewoving at a fast pace. Although LED lighting lgaswn rapidly in recent years, mos
this growth has occurred within the replacementpanarket through mass market and home improveneg¢aiters, which are targeted towe
residential consumers. The adoption of LED techgwlim commercial and industrial markets is reldfiveew and still faces challenges be!



widespread adoption. These challenges include xpectation that LED fixture pricing will continu® tdecline in the future and f
necessity that LED fixture prices must decline tein
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minimum customer payback requirements, new congostientering our primary markets and misinformatiord confusion within the
markets regarding the benefits that LED technoloayy and will provide. In fiscal 2014, these challesimpacted our results of operations
result of delayed purchase decisions by our custaethey evaluate emerging LED technologies agaiaditional HIF lighting technologie
If LEDs achieve widespread adoption and our praslaa not also achieve acceptance or are rendersmletd by competing products,
revenues will decline. Moreover, if new sourcedigtiting are developed, our current products artirielogies could become less compet
or obsolete. If we are unable to navigate thesagds meet customer pricing expectations and efedgtcompete against existing and t
competitors, our results of operations will conério be adversely affected.

Adverse conditions in the global economy have nege¢ly impacted, and could continue to negatively ipact, our customers
suppliers and business.

Continued weak economic conditions have adverdédgtad our customergapital budgets, purchasing decisions and fadlitinage!
and, therefore, have adversely affected our restilbgperations. The return to a recessionary sthtee global economy could potentially h
negative effects on our netrm liquidity and capital resources, includingveds collections of receivables, delays of existimder deliverie
and postponements of incoming orders.Our businedgesults of operations will continue to be adebraffected to the extent these adv
economic conditions continue to adversely affectaustomers’ purchasing decisions.

Adverse market conditions have led to increasing dation of customer sales cycles, limitations on ct@mer capital budgets, projec
delays, closure of facilities and the loss of keyntacts due to workforce reductions at existing angrospective customers.

The volatility and uncertainty in the financial aaekdit markets has led many customers to adagesfies for conserving cash, incluc
limits on capital spending. Our lighting systems aften purchased as capital assets and theresbject to capital availability. Uncertai
around such availability has led customers to dplaghase decisions, which has elongated the durafiour sales cycles. Along with limiti
capital spending, some customers have reduced sapédry closing facilities and reducing workforo&s.a result, facilities that were or may
considering installing our lighting systems haveseld or may close. Due to downsizings, key contaets decisionnakers at some of ¢
customers have lost or may lose their jobs, whétjuires us to r@itiate the sales cycle with other personnel,Hertelongating the sales cy:
Additionally, the federal government shutdown dgriour fiscal 2014 resulted in project delays fort@i@ government projects. We hi
experienced, and may in the future experienceabidity in our operating results, on both an anraradl a quarterly basis, as a result of t
factors.

Our financial performance is dependent on our abilly to execute on our strategy and increase our priébility.

Our ability to achieve our desired growth and peddfility depends on our ability to expand our rkesehetwork, and improve o
marketing, new product development, project managgnmargin enhancement and operating expense miaead, as well as other factors
we are unable to successfully execute in any afettereas or on our growth and profitability strgtag a whole, our business and finar
performance will likely be adversely affected.

We operate in a highly competitive industry and ifwe are unable to compete successfully our revenuada profitability will be
adversely affected.

We face strong competition primarily from manufaets and distributors of energy management produmtisservices, as well as fr
electrical contractors. We compete primarily on Hasis of customer relationships, price, qualityergy efficiency, customer service i
marketing support. Our products are in direct caitipa with HID technology, as well as other HIFARhED products and older fluoresc
technology in the lighting systems retrofit market.

Many of our competitors are better capitalized than are, have strong customer relationships, gre@me recognition, and m¢
extensive engineering, manufacturing, sales andetiag capabilities. Competitors could focus thaibstantial resources on developir
competing business model or energy management giodu services that may be potentially more aftrado customers than our product:
services. In addition, we may face competition frattmer products or technologies that reduce derfanelectricity. Our competitors may a
offer energy management products and servicesdaiceel prices in order to improve their competitpasitions. Any of these competit
factors could make it more difficult for us to attt and retain customers, require us to lower oigep in order to remain competitive, i
reduce our revenue and profitability, any of whichuld have a material adverse effect on our restfiliperations and financial condition.

We may not realize the benefits from our acquisitio of Harris Manufacturing, Inc. and Harris LED, LLC .

In July 2013, we completed the acquisition of dlthee outstanding equity interests of Harris Mawitfising, Inc. and Harris LED, LL¢
To complete the acquisition, we paid a significamtount of cash, increased our debt and issuedi@utlishares of our Common Stock. Tt
is no guarantee that the acquisition will providewith our expected return on our investment. Addéilly, our ability to realize the anticipa
synergies from the acquisition is dependent upamability to effectively integrate Harris. We magadunter substantial difficulties and ct
following the acquisition, including:
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e Exposure to unknown liabilities;

* Potential conflicts between business cultures;

» Adverse changes in business focus perceivedifmsplarty constituencies;

»  Disruption of our ongoing business;

»  Potential conflicts in distribution, marketing @ther important relationships;
»  Failure to maximize our financial and strategisition;

»  Failure to implement internal controls over figa reporting;

»  Failure to achieve planned synergies or expediatedicial results benefits;

» Failure to realize the potential of the acquiredibesses' technologies, complete product developroemproperly obtain or sect
appropriate protection of intellectual propertyhtigy and

* Loss of key employees and/or the diversion of ag@ment's attention from other ongoing businesseros.

We are subject to litigation and other legal mattes that could result in charges against our incomestrain our resources and distrac
our management, which could have a material adverseffect on our business, financial condition, restd of operations, cash flows ¢
reputation.

We are involved in a variety of claims, lawsuitslasther disputes. These suits concern a varieigsofes, including employeelatec
matters and contract disputes. In addition, asipusly disclosed, in August 2012, we received gpseia issued by the staff of the Secu
and Exchange Commission, or SEC, requesting cedt@énments and information generally related tofmancial reporting of sales of sa
PV systems, among other matters. We continue tparate with the SEC regarding this non-public,-fadding inquiry. The SEC has inform
us that this inquiry should not be construed amditation that any violations of law have occuredhat the SEC has any negative opinic
any person, entity or security. In March 2014, weravnamed as a defendant in a civil lawsuit filgd\®al R. Verfuerth, our former ch
executive officer who was terminated for cause iové&mber 2012. The plaintiff alleges, among othéngs, that we breached cert
agreements entered into with the plaintiff, inchglithe plaintiffs employment agreement, and violated certain lIawg. complaint seek
among other relief, unspecified pecuniary and cammp®mry damages, fees and such other relief asotlmt may deem just and proper. It is
feasible to predict the outcome of the SEC inquéty pending suits and other matters, and the ali#mesolution of these matters, as we
future potential lawsuits, could result in liah#és, fines, significant expenses, distraction ohagement and other issues that could h:
material adverse effect on our business, finaradition, results of operations, cash flows owutagon.

Our inability to attract and retain key employees @ our reseller network could adversely affect our perations and our ability to
execute on our operating plan and growth strategy.

We rely upon the knowledge, experience and skiilkeay employees throughout our organization, paliidy our senior managem
team and our sales group that require technicalletdge or contacts in, and knowledge of, the ingudh addition, our ability to attra
talented new employees, particularly in our salesig, is also critical to our success. We also ddpm our valuexdded reseller channels
we are unable to attract and retain key employeesup reseller network because of competition nrthie case of employees, inadeq
compensation or other factors, our operations amdbility to execute our operating plan could Heasely affected.

Our products use components and raw materials thatay be subject to price fluctuations, shortages dnterruptions of supply.

We may be vulnerable to price increases for compisner raw materials that we require for our pradumcluding aluminum, copp
certain rare earth minerals, ballasts, power sapglnd lamps. In particular, our cost of aluminam be subject to commodity price fluctuat
Further, suppliers' inventories of certain compaséhat our products require may be limited andsafgject to acquisition by others. In
past, we have had to purchase quantities of certaitponents that are critical to our product mactufing and were in excess of our estim
nearterm requirements as a result of supplier delivamystraints and concerns over component availpbditd we may need to do so in
future. As a result, we have had, and may needntirwe, to devote additional working capital tgpgart a large amount of component and
material inventory that may not be used over aamaisle period to produce saleable products, anchase be required to increase our ex
and obsolete inventory reserves to provide fordhescess quantities, particularly if demand for products does not meet our expectat
Also, any shortages or interruptions in supply wf components or raw materials could disrupt owrations. If any of these events occurs
results of operations and financial condition cdutdmaterially adversely affected.

We may pursue additional acquisitions and investmés in new product lines, businesses or technologi#sat involve numerous risks



which could disrupt our business or adversely affémur financial condition and results of operations
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We may pursue additional acquisitions of, or inmesits in, new product lines, businesses or tecgiedoto expand our curre
capabilities. We have limited experience in maksugh acquisitions or investments. Acquisitions @nésa number of potential risks ¢
challenges that could disrupt our business opergtimcrease our operating costs or capital experdrequirements and reduce the valt
the acquired product line, business or technolégy. example, if we identify an acquisition candelalve may not be able to success!
negotiate or finance the acquisition on favoralelens. The process of negotiating acquisitions aelgrating acquired products, servi
technologies, personnel, or businesses might rasglgnificant transaction costs, operating diffices or unexpected expenditures, and n
require significant management attention that wahierwise be available for ongoing developmenbwf business. If we are successft
completing an acquisition, we may not be able tegrate the acquired product line, business orn@olgy into our existing business :
products, and we may not achieve the anticipateéfiis of any acquisition. Furthermore, potentieg@isitions and investments may divert
management's attention, require considerable casgays and require substantial additional expemisascould harm our existing operati
and adversely affect our results of operationsfarahcial condition. To complete future acquisisome may issue equity securities, incur ¢
assume contingent liabilities or incur amortizatiexpenses and writgewns of acquired assets, which could dilute therésts of ot
shareholders or adversely affect our profitability.

We may not be able to obtain equity capital or debfinancing necessary to effectively pursue strategiacquisition opportunities ot
otherwise pursue our growth initiatives.

Our existing capital resources may not be sufficteneffectively pursue strategic acquisition ogpoities or to pursue other grov
initiatives. We may not be able to obtain suffi¢iequity capital and/or debt financing requireddtoso or we may not be able to obtain ¢
equity capital or debt financing on acceptable teonconditions. Factors affecting the availabitiyus of equity capital or debt financing
acceptable terms and conditions include:

* The price, volatility and trading volume and higtof our common stoc

*  Our current and future financial results and posi

e The markes view of our industry and produc

» The perception in the equity and debt markets ofability to execute our business plan or achiaweaperating results expectatic

Our inability to obtain the capital necessary tospe strategic acquisition opportunities or to othge pursue our growth opportuni
could have an adverse effect on our growth straéeglybusiness operations.

We have made a significant investment in our wireks controls inventories, which was costly and, ifat properly managed, may resul
in valuation adjustments.

Our wireless control inventories comprised appratety 53% of our total March 31, 203dventory balance of $22.4 million. T
components for our wireless inventories are manufad and assembled overseas and require longeeyelead times. Suppliers reqt
deposit payments at time of purchase order andlisup@lso require volume commitments to securepecton capacity. There can be
guarantees that our customers will purchase owrlegs technologies or that unforeseen evolutiortednnologies may render our invento
unsalable. Additionally, price changes or othecwinstances could result in valuation adjustmentsutth inventories, which could hav
negative effect on our results of operations andrfcial condition.

We depend upon a limited number of customers in angiven period to generate a substantial portion obur revenue and the loss «
significant customers could have an adverse effegh our operations.

We do not have lonterm contracts with our customers, and our depereden individual key customers can vary from petmgeriod a
a result of the significant size of some of ourofit and multi-facility roll-out projects. Our topO customers accounted for approxima&ayt
and 45% , respectively, of our total revenue fecdl 2013 and 2014 . In fiscal 2013 and fiscal 20&dr top customer accounted for &f¥ic
23% of our total revenues, respectively. We expegie retrofit and rolbut projects to continue to be a significant comgrdrnof our tote
revenue. Additionally, commercial office lightingtrofits provide for single large project opportigs. As a result, we may experience n
customer concentration in any given future peridte loss of, or substantial reduction in salestw, of our significant customers could ha
material adverse effect on our results of operatiorany given future period.

The success of our business depends on the marketeptance of our energy management products and s#ges.

Our future success depends on continued commexci@ptance of our energy management products awidese If we are unable
convince current and potential customers of theaathges of our lighting systems and energy managtepreducts and services, then
ability to sell our lighting systems and energy mgement products and services will be limited. dditon, because the market for ene
management products and services is rapidly evglvire may not be able to accurately assess thetithe market, and we may have limi



insight into trends that may emerge and affectbusiness. If the market for our lighting systemd anergy management products
services does not continue to develop, or if theketadoes not accept our
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products, then our ability to grow our businessldde limited and we may not be able to increagaexenue or achieve profitability.
We depend on our ability to develop new products ahservices.

The market for our products and services is charaed by rapid market and technological changesemain product life cycles, chan
in customer demands and evolving government, imgustd utility standards and regulations. As a lteswr future success will depend
part, on our ability to continue to design and nfaowre new products and services. We may be utialsleccessfully develop and market |
products or services that keep pace with techncébgir industry changes, satisfy changes in custateeands or comply with present
emerging government and industry regulations addnelogy standards.

Product liability claims could adversely affect ourbusiness, results of operations and financial coiten.

We face exposure to product liability claims in thesnt that our energy management products fgietéorm as expected or cause bc
injury or property damage. Since virtually all afrgproducts use electricity, it is possible that ptoducts could result in injury, whether
product malfunctions, defects, improper installatmr other causes. Particularly because our preduiteén incorporate new technologie:
designs, we cannot predict whether or not prodabtlity claims will be brought against us in theure or result in negative publicity about
business or adversely affect our customer relatidlaseover, we may not have adequate resourcdeinvent of a successful claim agains
A successful product liability claim against usttisanot covered by insurance or is in excess ofawailable insurance limits could require u
make significant payments of damages and couldnafyeadversely affect our results of operationsl éinancial condition.

Our inability to protect our intellectual property, or our involvement in damaging and disruptive intdélectual property litigation,
could adversely affect our business, results of opions and financial condition or result in the loss of use of the product or service.

We attempt to protect our intellectual propertyhtgythrough a combination of patent, trademarkydghpt and trade secret laws, as \
as employee and thindarty nondisclosure and assignment agreementsfaiure to obtain or maintain adequate protectibowur intellectue
property rights for any reason could have a mdtadaerse effect on our business, results of ojpersand financial condition.

We own United States patents and patent applicafansome of our products, systems, business retand technologies. We offer
assurance about the degree of protection whichtiegi®r future patents may afford us. Likewise, aféer no assurance that our pa
applications will result in issued patents, that patents will be upheld if challenged, that contpet will not develop similar or super
business methods or products outside the protedtfiayur patents, that competitors will not infringpon our patents, or that we will hi
adequate resources to enforce our patents. Efeptistection of our United States patents may lavaitable or limited in jurisdictions outsi
the United States, as the intellectual propertyslafvforeign countries sometimes offer less pradacor have onerous filing requirements
addition, because some patent applications aretaiaéd in secrecy for a period of time, we couldg@d technology without knowledge ¢
pending patent application, and such technologydciodringe a third party’s patent.

We also rely on unpatented proprietary technoldigig. possible that others will independently deyethe same or similar technology
otherwise learn of our unpatented technology. Taiqmt our trade secrets and other proprietary ié&ion, we generally require employs
consultants, advisors and collaborators to enter @onfidentiality agreements. We cannot assure $hat these agreements will prov
meaningful protection for our trade secrets, kriuww or other proprietary information in the evehtiny unauthorized use, misappropriatio
disclosure of such trade secrets, krlow or other proprietary information. If we are bleto maintain the proprietary nature of
technologies, our business could be materially exhhe affected.

We rely on our trademarks, trade names, and bramis to distinguish our company and our produalssanvices from our competitc
Some of our trademarks may conflict with trademarkether companies. Failure to obtain trademadisteations could limit our ability -
protect our trademarks and impede our sales andetiag efforts. Further, we cannot assure you tlmhpetitors will not infringe o1
trademarks, or that we will have adequate resounmceaforce our trademarks.

In addition, third parties may bring infringememtdaother claims that could be tinsensuming and expensive to defend. Also, p:¢
making infringement and other claims may be ablelt@in injunctive or other equitable relief thatutd effectively block our ability to provi
our products, services or business methods and cawise us to pay substantial damages. In the efarduccessful claim of infringement,
may need to obtain one or more licenses from thadies, which may not be available at a reasonedit, or at all. It is possible that
intellectual property rights may not be valid oatthwe may infringe upon existing or future propaigt rights of others. Any succes:
infringement claims could subject us to significhabilities, require us to seek licenses on unfabée terms, prevent us from manufacturin
selling products, services and business methodseajuire us to redesign or, in the case of tradkmlaims, rebrand our company or produr
any of which could have a material adverse effecbar business, results of operations or finaraoadition.
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We are subject to financial and operating covenants our credit agreement and any failure to complywith such covenants, or obtai
waivers in the event of noncompliance, could result in our being unable to bapw under the agreement and other negati
consequences.

Our credit agreement with JP Morgan Chase Bank,.NcAntains certain financial covenants, includimnimum net incom
requirements, requirements that we maintain nethwatios at prescribed levels, minimum debt sendoverage ratio and minimum fun
debt to EBITDA ratios. As of March 31, @14, we were not compliant with the debt serviceecage and funded debt to EBITDA covet
requirements but received a waiver related to tvewant defaults. The credit agreement also catarntain restrictions on our ability to m.
capital or lease expaditures over prescribed limits, incur additionadébtedness, consolidate or merge, guarantee tbtigaof third partie:
make loans or advances, declare or pay any dividemtistribution on our stock, redam or repurchase shares of our stock, or pledgds
The credit agreement also contains other custoom@rgnants.

There can be no assurance that we will be ablengply with the financial and other covenants in thedit agreement. Our failure
comply with these covenants could cause us to bélarto borrow under the agreement and may cotestén event of default which, if r
cured or waived, could result in the acceleratibthe maturity of any indebtedness then outstandimder the agreement, which would req
us to pay all amounts outstanding. Due to our eehcash equivalent position and the fact that sxe2mo borrowings currently outstand
we do not currently anticipate that our failurectimply with the covenants under the credit agreemenld have a significant impact on
ability to meet our financial obligations in theamgerm; however, such events of nmmmpliance could impact the terms of any additi
borrowings and/or any credit renewal terms. Odufaito comply with such covenants is a disclos@vent and may be perceived negati
Such perception could adversely affect the markieegor our common stock and our ability to obtfirancing in the future.

If our information tech nology systems fail, or if we experience an interption in their operation, then our business, result o
operations and financial condition could be materily adversely affected.

The efficient operation of our business is depehdarour information technology systems. We reltluwse systems generally to mar
the day-today operation of our business, manage relationshifs our customers, maintain our research and ldpweent data and maint:
our financial and accounting records. The failur@wr information technology systems, our inabilitysuccessfully maintain, enhance an
replace our information technology systems, or aognpromise of the integrity or security of the data generate from our informati
technology systems, could adversely affect ourltef operations, disrupt our business and prodiastelopment and make us unable
severely limit our ability, to respond to custom@mands. In addition, our information technologgteyns are vulnerable to damags
interruption from:

» earthquake, fire, flood and other natural digaste

» employee or other theft;

»  attacks by computer viruses or hackers;

*  power outages; and

* computer systems, internet, telecommunicatiordatat network failure.

Any interruption of our information technology sgsts could result in decreased revenue, increaspdnsgs, increased cap
expenditures, customer dissatisfaction and poteatigsuits, any of which could have a material adeeeffect on our results of operation

financial condition.

Our retrofitting process frequently involves resporsibility for the removal and disposal of componentscontaining hazardou:
materials.

When we retrofit a customer’facility, we typically assume responsibility foemoving and disposing of its existing lighting tfixes
Certain components of these fixtures typically eomtrace amounts of mercury and other hazardoueriaks. Older components may ¢
contain trace amounts of polychlorinated biphenglsPCBs. We currently rely on contractors to reenélve components containing s
hazardous materials at the customer job site. Dméractors then arrange for the disposal of suchpoments at a licensed disposal faci
Failure by such contractors to remove or dispos@icomponents containing these hazardous matémial safe, effective and lawful man
could give rise to liability for us, or could exposur workers or other persons to these hazardaterials, which could result in claims aga
us.

The cost of compliance with environmental laws andegulations and any related environmental liabilites could adversely affect ot
results of operations or financial condition.

Our operations are subject to federal, state acal laws and regulations governing, among othergthi emissions to air, discharge



water, the remediation of contaminated properties$ #he generation, handling, storage, transportati@atment and disposal of, i
exposure to, waste and other materials, as wédlves and regulations relating to occupational heaitd safety.
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These laws and regulations frequently change, hadsiblation of these laws or regulations can leadubstantial fines, penalties and o
liabilities. The operation of our manufacturing ifilg entails risks in these areas and there candassurance that we will not incur mate
costs or liabilities in the future which could ads&ly affect our results of operations or financiahdition.

We expect our quarterly revenue and operating rests to fluctuate. If we fail to meet the expectatios of market analysts or investor:
the market price of our common stock could declinsubstantially, and we could become subject to sedties litigation.

Our quarterly revenue and operating results havetifated in the past and will likely vary from quesrto quarter in the future. F
example, our first fiscal quarter typically refleaperating results that do not compare favoralily wur other fiscal quarters. You should
rely upon the results of one quarter as an indioatdif our future performance. Our revenue and dipgraesults may fall below the expectati
of market analysts or investors in some future guaosr quarters. Our failure to meet these expiectatcould cause the market price of
common stock to decline substantially. If the proé@ur common stock is volatile or falls signifithy below our current price, we may be
target of securities litigation. If we become inwadl in this type of litigation, regardless of thet@pme, we could incur substantial legal ct
managemens attention could be diverted from the operationwfbusiness, and our reputation could be damaggidh could adversely affe
our business, results of operations or financiadoon.

Our net operating loss carryforwards provide a futue benefit only if we are profitable and may be suject to limitation based upor
ownership changes.

As of March 31, 2014 , we had aggregate federabpetating loss carryforwards of approximately $1®illion and state net operati
loss carryforwards of approximately $ 15.8 milliowhile our federal and state net operating loss/f@wards are fully reserved for, if we
unable to return to and maintain profitability, way not be able to fully utilize these tax benefitsrthermore, generally a change of more
50% in the ownership of a company’s stock, by vatwer a thregrear period constitutes an ownership change fareddncome tax purpos:
An ownership change may limit a compasgbility to use its net operating loss carryfomgattributable to the period prior to such cha
We believe that past issuances and transfers aftoak caused an ownership change in fiscal 2087niiay affect the timing of the use of
net operating loss carryforwards, but we do notelel the ownership change affects the use of tHeafoount of our net operating Ic
carryforwards. As a result, our ability to use oet operating loss carryforwards attributable te period prior to such ownership chang
offset taxable income will be subject to limitatioim a particular year, which could potentiallyuksn increased future tax liability for us.
fiscal 2008, utilization of our net operating lassryforwards was limited to $3.0 million. For f&#@012, 2013, and 2014, utilization of our
operating loss carryforwards was not limited.

The failure to establish and maintain internal contols over financial reporting could harm our business and financial results.

Our management is responsible for establishingraanhtaining effective internal control over finaalcreporting. Internal control ov
financial reporting is a process to provide reabtmassurance regarding the reliability of finahoéporting for external purposes in accord:
with accounting principles generally accepted i thnited States. Because of its inherent limitatjonternal control over financial reporting
not intended to provide absolute assurance thawewdd prevent or detect a misstatement of our firgrstatements or fraud. In fiscal 20
our Chief Executive Officer and Chief Financial o#r concluded that our internal controls were eft¢ctive due to certain identified mate
weaknesses, which were remediated during fiscaB2A8& of March 31, 2013 and 2014, our internal ouatwere determined to be effecti
However, the failure to maintain an effective systef internal control over financial reporting cduimit our ability to report our financi
results accurately and in a timely manner or teceand prevent fraud and could also cause a osw@stor confidence and decline in
market price of our common stock.

If securities or industry analysts do not continueto publish research or publish inaccurate or unfaveable research about ou
business, our stock price and trading volume couldecline.

The trading market for our common stock will continto depend in part on the research and repatss#iturities or industry analy
publish about us or our business. If these analjstsot continue to provide adequate research ageeor if one or more of the analysts
covers us downgrades our stock or publishes inatewr unfavorable research about our businessstook price would likely decline. If o
or more of these analysts ceases coverage of oypay or fails to publish reports on us reguladigtnand for our stock could decrease, w
could cause our stock price and trading volumeetide.

The market price of our common stock could be advesely affected by future sales of our common stoch ithe public market by us ol
our executive officers and directors.

We and executive officers and directors may frometito time sell shares of our common stock in thielip market or otherwise. V

cannot predict the size or the effect, if any, fludtire sales of shares of our common stock byrumio executive officers and directors, or
perception of such sales, would have on the manket of our common stock.
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Anti- takeover provisions included in the Wisconsin Busiess Corporation Law, provisions in our amended andestated articles o
incorporation or bylaws and the common share purchse rights that accompany shares of our common stodould delay or prevent :
change of control of our company, which could advesely impact the value of our common stock and mayrevent or frustrate
attempts by our shareholders to replace or removew current board of directors or management.

A change of control of our company may be discoedaglelayed or prevented by certain provisionshef ¥Wisconsin Busine
Corporation Law. These provisions generally restribroad range of business combinations betwé®iseonsin corporation and a shareha
owning 15% or more of our outstanding common stddkese and other provisions in our amended andtesktarticles of incorporatic
including our staggered board of directors andahility to issue “blank checkpreferred stock, as well as the provisions of oneladed an
restated bylaws and Wisconsin law, could make itendifficult for shareholders or potential acqueréo obtain control of our board of direci
or initiate actions that are opposed by the thement board of directors, including to delay mpede a merger, tender offer or proxy col
involving our company.

Each currently outstanding share of our commonksirmdudes, and each newly issued share of our camstock will include, a commu
share purchase right. The rights are attachedntb trade with, the shares of common stock and géipeare not exercisable. The rights
become exercisable if a person or group acquireanoounces an intention to acquire, 20% or moreunfoutstanding common stock. -
rights have some antikeover effects and generally will cause substhdilution to a person or group that attemptsdquére control of u
without conditioning the offer on either redemptiohthe rights or amendment of the rights to prévhis dilution. The rights could have -
effect of delaying, deferring or preventing a chaud control.

In addition, our employment arrangements with semanagement provide for severance payments areleaated vesting of benefi
including accelerated vesting of stock options,rupahange of control. These provisions could limé price that investors might be willing
pay in the future for shares of our common stolekrdéby adversely affecting the market price of @mmon stock. These provisions may
discourage or prevent a change of control or résutlower price per share paid to our sharehelder

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

We own our approximately 266,000 square foot mastufang and distribution facility in Manitowoc, Wiensin used by the ene
management segment. We own our approximately 7Gs608re foot technology center and corporate heatiEs adjacent to our Manitow
manufacturing and distribution facility used by aflthe segments. We also lease a 5,600 squareséted and technology office in Hous
Texas, a 10,500 square foot office space in JaeiKtmnFlorida, and a 43,000 square foot office andnufacturing space in Green C
Springs, Florida, which are all used by the enermnagement segment. The Green Cove Springs lepgesin July 2014 and will not
renewed.

In May 2014, we sold our 23,000 square foot sateb @perations support facility in Plymouth, WiscionsSee Note K to the Financ
Statements.

ITEM 3. LEGAL PROCEEDINGS

We are subject to various claims and legal procegdarising in the ordinary course of businessofhe date hereof, we are unabl
currently assess whether the final resolution gf @hsuch claims or legal proceedings may have &mnah adverse affect on us. In additiol
ordinary-course litigation, we are a party to thegeedings described below.

In August 2012, we received a subpoena issuedd$HC requesting certain documents and informagorerally related to the financ
reporting of our sales of solar photovoltaic sysseamong other matters. We continue to cooperatte the SEC regarding this nqublic,
fact-finding inquiry. The SEC has informed us ttias inquiry should not be construed as an indicathat ary violations of law have occurr
or that the SEC has any negative opinion of anggrerentity or security.

On March 27, 2014, we were named as a defendantinil lawsuit filed by Neal R. Verfuerth, our foer chief executive officer wi
was terminated for cause in November 2012, in thi#eld States District Court for the Eastern DistotWisconsin (Green Bay Division). T
plaintiff alleges, among other things, that we bhesd certain agreements entered into with the fiflaimcluding the plaintiffs employmer
agreement, and violated certain laws. The compisrks, among other relief, unspecified pecuniady@mpensatory damages, fees and
other relief as the court may deem just and propéer.believe that the claims are meritless and Wwthave substantial legal and fac
defenses to the claims and allegations containdtkicomplaint. We intend to defend against thésiens vigorously.
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ITEM 4. MINE SAFETY DISCLOSURES
None.
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED SHAR EHOLDER MATTERS AND ISSUER

PURCHASES OF EQUITY SECURITIES
Price Range of our Common Stock

Our common stock is listed on the NYSE MKT undex $fymbol “OESX”.The following table sets forth the range of highl dow sale
prices per share as reported on the NYSE MKT ferpiriods indicated.

High Low

Fiscal 2013

First Quarter $ 251 % 1.9C
Second Quarter $ 241 $ 1.4C
Third Quarter $ 1.9t $ 1.12
Fourth Quarter $ 3.0¢ $ 1.6C
Fiscal 2014

First Quarter $ 251 $ 2.0C
Second Quarter $ 4.4, $ 2.3(C
Third Quarter $ 722 % 3.5C
Fourth Quarter $ 8.11 $ 4.71

Shareholders

As of June 6, 2014 , there were approximately 2bénmd holders of the 21,737,78dtstanding shares of our common stock. The nu
of record holders does not include shareholders/fmm shares are held in a “nominee” or “streethea

Dividend Policy

We have never paid or declared any cash dividendsuo common stock. We currently intend to retdira@ailable funds and any futt
earnings to fund the development and expansiomiobosiness, and we do not anticipate paying aslg davidends in the foreseeable future
addition, the terms of our existing credit agreetmestrict the payment of cash dividends on our roomm stock. Any future determination
pay dividends will be at the discretion of our lbaf directors and will depend on our financial dition, results of operations, cap
requirements, contractual restrictions (includingse under our loan agreements) and other fat¢tat®tir board of directors deems relevant.

Securities Authorized for Issuance under Equity Comensation Plans

The following table represents shares outstandigrour 2003 Stock Option Plan and our 2004 Eduitgntive Plan as dflarch 31
2014 .

Equity Compensation Plan Information

Number of
Securities to be Issued Number of Securities
Upon Exercise of Weighted Average Remaining Available for
Outstanding Options Exercise Price of Future Issuances Under the
and Vesting of Outstanding Options  Equity Compensation Plans
Plan Category Restricted Shares and Restricted Shares 1)
Equity Compensation plans approved by securityérsid 3,255,52. $ 3.3¢ 1,291,99i

Equity Compensation plans not approved by sechatglers — — —
Total 3,255,52. $ 3.3¢ 1,291,99




(1) Excludes shares reflected in the column titldmber of Securities to be Issued Upon Exercis®@utstanding Options”
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Issuer Purchase of Equity Securities

We did not purchase shares of our common stockguhe year ended March 31, 201anhd we do not intend to repurchase shares «
common stock in the near term.

Unregistered Sales of Securities

Not applicable.
Stock Price Performance Graph

The following graph shows the total shareholdenrrebf an investment of $100 in cash on March 80 through March 31, 2014or
(1) our common stock, (2) the Russell 2000 Indexk @) The NASDAQ Clean Edge Green Energy IndexaDat the Russell 2000 Index ¢
the NASDAQ Clean Edge Green Energy Index assurmvesiment of dividends. The stock price performagegph should not be deen

filed or incorporated by reference into any othéndg made by us under the Securities Act of 1983he Securities Exchange Act of 1¢
except to the extent that we specifically incorpeithe stock performance graph by reference innemdiling.
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March 31, March 31, March 31, March 31, March 31, March 31,
2009 2010 2011 2012 2013 2014
Orion Energy Systems, Inc. $ 10C $ 111 $ 92 $ 54 $ 56 $ 164
Russell 2000 Index $ 10C $ 16z % 20t % 20¢ $ 23¢ $ 297

NASDAQ Clean Edge Green Energy Index $ 10C $ 14¢ % 16z $ 101 $ 104 $ 197
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ITEM 6. SELECTED FINANCIAL DATA

You should read the following selected consolidafi@edncial data in conjunction with “ManagementDiscussion and Analysis
Financial Condition and Results of Operatioagtl our consolidated financial statements anddladed notes included elsewhere in this F
10-K. The consolidated statements of operationa ftatthe fiscal years ended March 31, 2012 , 2&1® 2014and the consolidated balai
sheet data as of March 31, 2013 and 2014 are defiigen our audited consolidated financial statermémtiuded elsewhere in this Form KO-
which have been prepared in accordance with gdpeaatepted accounting principles in the UnitedtédaThe consolidated statement
operations data for the years ended March 31, 20802011 , and the consolidated balance sheetadatd March 31, 2010 , 2011 agA@1z
have been derived from our audited consolidatednfiral statements which are not included in thismdA0K. The selected historic
consolidated financial data are not necessarilicative of future results.

Fiscal Year Ended March 31,
2010 2011 2012 2013 2014
(in thousands, except per share amounts)

Consolidated statements of operations data:

Product revenue $ 60,88: $ 7587( $ 90,78: $ 72,60« $ 71,95
Service revenue 7,191 6,167 9,78( 13,48: 16,66¢
Total revenue 68,07 82,03" 100,56: 86,08¢ 88,62:
Cost of product revenue(1) 40,06: 49,80¢ 62,84 49,55 54,42
Cost of service revenue 5,26¢€ 4,58¢ 7,682 9,80¢ 11,22(
Total cost of revenue 45,32¢ 54,39¢ 70,52« 59,35¢ 65,64
Gross profit 22,744 27,63¢ 30,03¢ 26,73( 22,98(
General and administrative expenses(1)(2)(3) 12,83¢ 11,68¢ 11,39¢ 13,94¢ 14,95:
Acquisition and integration related expenses (4) — — — — 81¢
Sales and marketing expenses(1)(2) 12,59¢ 13,67« 15,59¢ 17,12¢ 13,521
Research and development expenses(1) 1,891 2,33: 2,51¢ 2,25¢ 2,02¢
(Loss) Income from operations (4,579 (549 522 (6,609 (8,349
Interest expense (25€) (406 (557) (567) (481)
Gain on sale of OTA contract receivables (561) (1,012) 32 — —
Extinguishment of debt 25C — — — —
Dividend and interest income 67C 571 85C 84E% 567
Income (loss) before income tax (4,476 (907) 852 (6,32¢6) (8,257)
Income tax expense (benefit)(2)(3) (2,009 (1,247) 37C 4,07: (2,059
Net income (loss) and comprehensive income (loss) $ 3,47) $ 341 % 487 $ (10,399 $ (6,199
Net income (loss) per share attributable to comsi@reholders:

Basic $ (016 $ 00z $ 00z $ (050 $ (0.30
Diluted $ (0.1 $ 001 $ 00z $ (050 $ (0.30
Weighted-average shares outstanding:

Basic 21,84« 22,67¢ 22,95! 20,991 20,98¢
Diluted 21,84 23,19¢ 23,38: 20,99° 20,98¢
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(1) Includes stockased compensation expense recognized under Fah@wnciounting Standards Board Accounting Stand@uidificatior
Topic 718, or ASC Topic 718, as follows:

Fiscal Year Ended March 31,

2012 2013 2014
(in thousands)
Cost of product revenue $ 18¢ % 114 % 70
General and administrative expenses 54¢ 57¢ 1,02t
Sales and marketing expenses 501 451 48t
Research and development expenses 29 21 13
Total stock-based compensation expense $ 1,267 $ 1,16¢ $ 1,59:
(2) Includes fiscal 2013 reorganization expenses d #iillion in general and administrative expensés2$nillion in sales and marketi

expenses and a $4.1 million valuation reserve éfered tax assets in income tax expense.

3) Includes fiscal 2014 loss on sale of a leased catpget of $1.5 million in general and administratexpenses and a $2.3 mill
benefit for deferred tax liabilities created by #egjuisition of Harris in income tax benefit.

(4) Includes fiscal 2014 expenses of $0.5 millielated to the acquisition and integration of Harris

As of March 31,

2010 2011 2012 2013 2014
(in thousands)

Consolidated balance sheet data:

Cash and cash equivalents $ 23,36¢ % 1156( $ 23,01. $ 1437¢  $ 17,56¢
Short-term investments 1,00( 1,011 1,01¢ 1,021 47C
Total assets 104,57¢ 121,08 125,65( 102,09 98,94(
Long-term debt, less current maturities 3,15¢ 4,22¢ 6,704 4,10¢ 3,151
Shareholder notes receivable — (199 (227) (265) (50)
Total shareholders’ equity $ 88,387 $ 90,45 $ 92,76¢ $ 77,76¢ $ 77,01:

ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should beli@aconjunction with our consolidated financiahtgments and related notes inclu
elsewhere in this Annual Report on Form 10-K. Sse ‘&orward-Looking Statements” and Item 1A. “RiBRctors”.

Fiscal 2014 Developments

On July 1, 2013, we completed the acquisition efdluity interests of Harris Manufacturing, Incdatarris LED, LLC, or collectivel
Harris. Harris engineers, designs, sources and faetowes energy efficient lighting systems, inchglfluorescent and LED lighting solutio
and daylighting products. The Harris acquisition has exgethour product lines, increased our sales forcepaovided growth opportuniti
into markets where we did not have a strong presespecifically, new construction, retail storenfiy commercial office and government.
preliminary purchase price for the transaction W&6.8 million, after an adjustment of $0.2 millifor excess net working capital ove
targeted amount. The purchase price was paid owdbination of $5.0 million of cash, $3.1 million énthreeyear unsecured subordinated 1
bearing interest at the rate of 4% per annum, hedssuance of 856,997 shares of unregistered constock, representing a fair value on
date of issuance of $2.1 million. We also agreets$ae up to $1.0 million in shares of our unregist common stock if Harris met cer!
revenue targets through calendar year 2014, andheincase of certain Harris shareholders who becameemployees, their contint



employment by us. In October 2013, we amended dheat provisions of the Harris purchase agreemefiktthe future consideratic
for the earn-out at $1.4 million and eliminate thiire revenue targets, although the employee tieteprovisions still apply to Harris
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shareholders who became our employees. On Janu2@i 2, we issued $0.6 million, or an aggregat®@3943, unregistered shares of com
stock to the Harris shareholders. We will alsolse}0.8 million on January 2, 2015 in cash. Hanas revenue of approximately $14.7 mill
and net income of approximately $0.9 million durithge year ended December 31, 2012. During the maeths following the July 20:
acquisition, Harris had revenue of $9.4 million aad operating loss of $(0.5) million. Included het$(0.5) million loss is $0.6 million
expense for intangible amortization and $0.3 millaf expense for compensation related to deferoedideration. We expect the transactic
continue to be accretive to our future earningsndufiscal 2015 after adjusting for nam&sh amortization of intangible assets acquirec
purchase accounting expenses for deferred compamsat

We acquired certain LED technologies through thquasition of Harris which complement our existingrtiolio of LED lighting
products. In particular, Harris' LED door retrofit; LDR, product is designed to retrofit commer@éfice space, a market in which we h
historically recognized little revenue contributidgince the acquisition of Harris, our engineeramg design teams have worked to expan
LDR product line to include architectural, induatrand contractor product categories. According tday 2013 United States Departmer
Energy report, we estimate the potential North Aozar LED retrofit market within our key product egbries to be approximately 1.1 bill
lighting fixtures. We continue to research LED teclogies and expect that, as LED performance ise®@and product costs decrease,
technologies will become an increasingly larger ponent of our future revenue.

During the fourth quarter of fiscal 2014, we expaded a reduction in the amount of new customeersrdeceived for our ener
efficient HIF lighting systems within our industriand exterior markets. We attribute this to arréasing awareness within the marketplac
emerging LED product offerings. We believe thattoosers have deferred purchase decisions as théya¢wahe cost and performance of tt
LED product offerings. It is our expectation thaistdeferral of purchasing decisions will continmi® the back half of our fiscal 2015 when
expect that improvements in performance and exgdatdereases in LED product costs will make the petaleven more economically viable.

During fiscal 2014, we actively expanded our in-kedrsales force. Our imarket sales force is responsible for the developnod
indirect resellers within their territory. We expég continue to increase our sales headcount glanim fiscal 2015 year.

During fiscal 2013 and fiscal 2014, we experienaegignificant reduction in new solar PV orders witbur engineered systems segmr
We attribute this to reduced cash incentives andirdeg pricing in the renewable energy credit nesk During this period, we he
deemphasized our efforts to obtain new PV constmatontracts and have focused on the completigorefiously received orders within «
solar backlog, which has decreased from $36.1aniléit the beginning of our fiscal 2013 to $1.1 imillas of March 31, 2014. We expect
trend to continue into fiscal 2015. In responsehis solar order decline and our éeyhasis on pursuing new PV orders, we have
redeploying personnel to focus on the opportunitighin the LED retrofit market. We continue to pide energy to a single customer thro
a power purchase agreement, or PPA. A PPA is alyssfie agreement for the generation of electriaitg subsequent sale to the end
With the exception of our PPA long-term asset, wendt have significant capital investments or Iéagn assets affiliated with our n@ore
solar business.

During the fourth quarter of fiscal 2014, we sold eorporate leased jet which provided an additi®isb million in annualized saving
During fiscal 2015, we intend to reinvest a portafrthe annualized savings from our aircraft sate LED marketing and branding initiati\
to increase our customers' awareness of our LEQuatoofferings. We also sold our Plymouth, WI fagiduring early fiscal 2015, which
expected to result in an additional $0.1 millioraimualized reduced operating expenses.

Beginning in fiscal 2015, we intend to reorganiag business into the following business segments. tharkets, Orion enginee
systems and Orion distribution services. Our U.8rkets division will focus on selling our lightirgplutions into the wholesale markets
customers include domestic energy service compamidselectrical contractors. Our Orion engineergstesns division will focus on sellil
lighting products and construction and engineesiegvices direct to end users. Additionally, Oriorgieeered systems will complete
construction management services related to egistiontracted solar PV projects. Its customers othelmational accounts, governm
municipal and schools. Our Orion distribution seed division will focus on selling our lighting mhacts internationally and began to devel
network of broad line distributors. Historicallyales of all our lighting products and the relatedts were combined through our ent
management division. For this reason, we are abltedast prior period revenue totals with respe&ach of our three new business segn
but are not able to practically recast the priaiqueoperating income or loss of these new segmé&Wésexpect to begin reporting under tf
new segments during our first quarter of fiscal201
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Fiscal 2013 Developments

During fiscal 2013, we recorded operating expemskded to reorganization costs of $2.1 million,iehhincluded $1.9 million to gene
and administrative expenses and $0.2 million tessahd marketing expenses. Additionally, we reab@&4.1 million noreash income te
expense to establish a valuation allowance agaunstieferred tax assets. During fiscal 2014, wendad a $2.3 million benefit against 1
valuation allowance to offset deferred tax liambtacquired from Harris.

During the fiscal 2013 second half, we implemen$&d2 million in annualized cost reduction initi&s; including a reduction
headcount of approximately 18%, the terminationcohsulting agreements, material and component sagings in our high intens
fluorescent, or HIF, lighting products, and distreary spending reductions.

Overview

We research, develop, design, manufacture, masdedt,and implement energy management systems tiogsigrimarily of high-
performance, energy efficient commercial and indaistnterior and exterior lighting systems, cotgropower data management and clouc
based data storage and related services. We hsteeitelly implemented renewable energy systemsisting primarily of solar generating |
systems and wind turbines, but haveetephasized these products as disclosed in the ragtagbove. We currently operate in two busi
segments, which we refer to as our energy manageangsion and our engineered systems division.

We typically generate virtually all of our revenfrem sales of HIF lighting systems and related iseiyto commercial and industi
customers. We typically sell our HIF lighting sysiein replacement of our customeesisting HID fixtures. We call this replacement pges
“retrofit.” We frequently engage our custormregxisting electrical contractor to provide ingttfin and project management services. We
sell our HIF lighting systems on a wholesale bapincipally to electrical contractors and energyvice companies to sell to their @
customer bases.

We have more recently introduced new products ofL@D lighting and energy management systems. Wieviethat we have taker
responsible approach to this emerging technologgeB upon recent improvements, including drastiagton of chip prices, availability
namebrand drivers and the integration with our Inteldntrols offerings, we believe that LED will becera larger part of our overall inter
and exterior lighting strategy in the future. Wdidnge that our new LED product offerings also praseew opportunities in the hospital
health care, education, office and general retaitkets, in addition to strengthening our positienaa energy management leader ir
commercial, industrial and food service markets.

We have sold and installed approximately 4.0 milliof our HIF and LED lighting systems in more th&@,461 facilities from
December 1, 2001 through March 31, 2014 . Our fopctcustomers by revenue in fiscal 2014 inclu@@etaCola Enterprises Inc., Doll
General Corporation, Ford Motor Co,, SYSCO Corpd MlillerCoors.

Our fiscal year ends on March 31. We call our fisears which ended on March 31, 2012 , 2013 arid 20fiscal 2012 ,” “fiscal 2013
and “fiscal 2014 ,tespectively. Our fiscal first quarter ends on J8@gour fiscal second quarter ends on SeptemheasBdiscal third quart
ends on December 31 and our fiscal fourth quartds @n March 31.

Due to a difficult economic environment, especially it has impacted capital equipment manufactumensresults for fiscal 2013 a
fiscal 2014 continued to be adversely affected drygthened customer sales cycles, the governmendasty, which delayed in proce
projects, and sluggish customer capital spendirg.adidress these difficult economic conditions, wgplemented several cost reduc
initiatives during the fiscal 2013 second half &satibed above. During fiscal 2014, we aggressif@tysed on additional cost containn
initiatives related to material product costs, s@margin expansion and implementing lean manufangy methodologies to reduce produc
costs in our manufacturing facility. We currentlgtiaipate approximately $1.0 million in annualizegnergies from our Harris acquisit
related to headcount reductions and facility opegatost decreases. We do not expect full synetgiee achieved until the middle of caler
year 2015, when the Florida manufacturing facikgse expires

In response to the constraints on our custoneagital spending budgets, we promote the advantagesr customers of purchasing
energy management systems through our Orion Thpughgreement, or OTA, financing program. Our OTiAahcing program provides 1
our customer's purchase of our energy managemestersg without an ufront capital outlay. We have an arrangement withationa
equipment finance company to provide immediate remourse and recourse funding of predit approved OTA finance contracts upon prt
completion and customer acceptance. Virtually dlitleese sales occur on a nmtourse basis. During fiscal 2013 and fiscal 2
approximately 73.3% and 94.3% respectively, of tmtal completed OTA contracts were financed dise¢tirough third party equipme
finance companies. In the future, we intend to iowet to utilize third party finance companies taduvirtually all of our OTA contract
Additionally, during fiscal 2012 we completed a G%nillion OTA line-ofcredit for the purpose of funding OTA projects ugbe projec
completion and customer acceptance, for which veseho hold the contracts internally. In the fufwre do not intend to fund OTA contra



through debt borrowings. In future periods, the bemof customers who choose to purchase our sydtgnusing our OTA financir
program will be
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dependent upon our relationships with third pagyipment finance companies, the extent to whictiorusrs' choose to use their own ca
budgets and the extent to which customers' chansater into finance contracts. Additionally, wevéarovided a financing program to
alternative renewable energy system customersdcallBPPA as an alternative to purchasing our systemesash. The PPA is a supply ¢
agreement for the generation of electricity andssegbent sale to the end user. We do not intendeéocour own cash balances to fund fu
PPA opportunities and have been able to secureaasdernal sources of funding for PPA’s on beldlbur customers.

Our engineered systems division has been offenimgostomers additional alternative renewable gnsygtems. During fiscal 2013 ¢
fiscal 2014, we did not sign any significant newasaontracts. We attribute this to the Decembet126xpiration of federal cash grs
available for solar projects, declining solar psider panels, an unstable supply environment, @iny bankruptcy filings from several sc
panel suppliers, and a decline in the value ofstaid utility incentives. Due to the reduction ewnsolar contracts, during fiscal 2014,
redeployed substantially all of our engineered esyst personnel to focus on the sales and projecageament support of our HIF and L
lighting systems.

Despite these recent economic challenges, we reopdimistic about our near-term and long-term ficiahperformance. Our negerr
optimism is based upon our improved cash flow gatier during fiscal 2014, our investments into sumarket sales force, our intention:
continue to expand our sales force during fiscdlS2@ur cost containment initiatives and opporfesjtthe increasing volume of unit sale
our new products, specifically our LED lighting tiixes, the completion of our acquisition of Haarsl the increased sales market opportul
and cost synergies that Harris provides. Our lmmg: optimism is based upon the considerable sizheoexisting market opportunity 1
lighting retrofits, including the new market opperities in commercial office, government and rethit Harris provides, the contint
development of our new products and product enlmaants, including our new LED product offerings, @aist reduction initiatives, and 1
opportunity to increase gross margins through¢lieriage of our under-utilized manufacturing capacit

Revenue and Expense Components

Revenue We sell our energy management products and ssndiectly to commercial and industrial customary] indirectly to er
users through wholesale sales to electrical comtra@nd valuedded resellers. We currently generate virtuallpabur revenue from sales
HIF and LED lighting systems and related servieesdmmercial and industrial customers. While ouwises include comprehensive
assessment, site field verification, utility inadeetand government subsidy management, enginedesign, project management, installa
and recycling in connection with our retrofit ingitions, we separately recognize service revermilg for our installation and recyclil
services. Our installation and recycling serviogeraies are recognized when services are compldteustomer acceptance has been rece
In fiscal 2012, we increased our efforts to expandvalueadded reseller channels, including through devebppi reseller standard opera
procedural kit, providing our resellers with protucarketing materials and providing training toaléesrs on our sales methodologies. In
back half of fiscal 2014, we transitioned oummarket sales force to focus our efforts on expamdind developing our reseller channels a
with selling directly to customers within their rkats. These wholesale channels accounted for aippately 64% , 59% and 63%f our tota
revenue volume in fiscal 2012 , fiscal 2013 anddis2014, respectively, not taking into consideration oenawable technologies revel
generated through our engineered systems divikidiscal 2012, we focused our expansion effort®ondirect retail sales channel through
creation of a telemarketing call center for thepmse of customer lead generation, the establishofemsales office and personnel in Hous
Texas and headcount additions to our retail satesefand our engineered systems division. Durirgy fibcal 2013 second half, we re-
engineered our telemarketing call center for theppse of improving the quality of leads and inciegsales closing ratios. During fiscal 2C
our call center began to provide leads to our lessehannel on a fee basis. During fiscal 2014,ewpanded our imarket sales force a
intend to continue increasing the number of in-retdales personnel during fiscal 2015.

Additionally, we offer our OTA sales-type financipgogram under which we finance the custom@rtirchase of our energy manager
systems. The OTA program was established to aasssdmers who are interested in purchasing ouggnaanagement systems but who t
capital expenditure budget limitations. Our OTA tants are capital leases under GAAP and we remrenue at the present value of
future payments at the time customer acceptandbeoinstalled and operating system is complete. @UA contracts under this salgge
financing are either structured with a fixed temypically 60 months, and a bargain purchase optibthe end of term, or are one yes
duration and, at the completion of the initial oresar term, provide for (i) one to four automatie@grear renewals at agreed upon pricing; (ii
early buyout for cash; or (iii) the return of thguipment at the customsrexpense. The revenue that we are entitled toveei®m the sale «
our lighting fixtures under our OTA financing pragn is fixed and is based on the cost of the lightixtures and applicable profit margin. (
revenue from agreements entered into under thigrano is not dependent upon our customacsual energy savings. We recognize rev
from OTA contracts at the net present value offtitere cash flows at the completion date of théaitetion of the energy management syst
and the customers acknowledgment that the systepermting as specified. Upon completion of theailistion, we may choose to sell
future cash flows and residual rights to the eqeptron a nomecourse basis to an unrelated third party finameepany in exchange for c:
and future payments.
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In fiscal 2012 , we recognized $10.2 million of eeue from 139 completed OTA contracts. In fiscdl20we recognized $6.7 milliasf
revenue from 128 completed OTA contracts. In fi@l4 , we recognized $4.0 million of revenue fl@fcompleted OTA contracts.

Our PPA financing program provides for our custdmgurchase of electricity from our renewable enagggerating assets without
upfront capital outlay. Our PPA is a longerm contract, typically in excess of 10 yearsyhich we receive monthly payments over the lif
the contract. This program creates an ongoing regurevenue stream, but reduces rieam revenue as the payments are recogniz
revenue on a monthly basis over the life of thetremb versus upfront upon product shipment or mtompletion. In fiscal 2012 we
recognized $0.6 million of revenue from complet&RB. In fiscal 2013 , we recognized $0.7 millimirevenue from completed PPAs. In fis
2014 , we recognized $0.5 million of revenue froompleted PPAs. As of March 31, 2014 , we had sighedistomer to Zeparate PP/
representing future potential discounted reventeasts of $1.9 million In the future, we do not expect to complete adgitéonal new PP,
agreements. We discount the future revenue fromsRR#& to the longerm nature of the contracts, typically in exces&@years. The timir
of expected future discounted GAAP revenue recagnind the resulting operating cash inflows froBAB, assuming the systems perfort
designed, was as follows as of March 31, 2014h@usands):

Fiscal 2015 $ 247
Fiscal 2016 247
Fiscal 2017 247
Fiscal 2018 24¢€
Fiscal 2019 24¢
Beyond 67€
Total expected future discounted revenue from PPA's $ 1,90¢

For sales of our solar PV systems, which are gacehy customer contracts that require us to defivgctioning solar power systems i
are generally completed within three to 15 montiesnfthe start of project construction, we recognmzeenue from fixed price construct
contracts using the percentageeoimpletion method. Under this method, revenueragifiom fixed price construction contracts is rewiagc
as work is performed based upon the percentagecafred costs to estimated total forecasted cégeshave determined that the approp
method of measuring progress on these sales isuneeblsy the percentage of costs incurred to datkeeofotal estimated costs for each con
as materials are installed. The percentageeafpletion method requires revenue recognition ftbendelivery of products to be deferred
the cost of such products to be capitalized asferel cost and current asset on the balance sWeeperform periodic evaluations of
progress of the installation of the solar PV systaming actual costs incurred over total estimateis to complete a project. Provisions
estimated losses on uncompleted contracts, if angy,recognized in the period in which the losst filecomes probable and reason
estimable.

We recognize revenue on product only sales of igitihg and energy management systems at the tinshipment. For lighting ar
energy management systems projects consisting dfpfeuelements of revenue, such as a combinatioproduct sales and services,
recognize revenue by allocating the total contraetnue to each element based on their relatiliag@rices. We determine the selling prici
each element based upon managemédst estimate giving consideration to pricingcficas, margin objectives, competition, scope arel @l
individual projects, geographies in which we ofter products and services and internal costs. Wegréze revenue at the time of proc
shipment on product sales and on services compjatedto product shipment. We recognize revenwsoeiated with services provided a
product shipment, based on their relative sellingep when the services are completed and custaowptance has besgteived. When oth
significant obligations or acceptance terms renadier products are delivered, revenue is recognizdyl after such obligations are fulfilled
acceptance by the customer has occurred.

Our dependence on individual key customers can frarg period to period as a result of the significaize of some of our retrofit a
multi-facility roll-out projects. Our top 10 cust@rs accounted for approximately 44% , 35% and 45%uo total revenue for fiscal 201,2
fiscal 2013 and fiscal 2014 , respectively. No oostr accounted for more than 10% of our total reeeim fiscal 2012 or 20130ne sole
customer, Standard Alternative LLC, accounted ®&¥2f our fiscal 2014 revenue. To the extent thege retrofit and rolbut projects becon
a greater component of our total revenue, we magmance more customer concentration in given gsridhe loss of, or substantial reduc
in sales volume to, any of our significant custosnasuld have a material adverse effect on our tetanue in any given period and may re
in significant annual and quarterly revenue vaoiadi

Our level of total revenue for any given periodiépendent upon a number of factors, includingh@)demand for our new LED produ

and services; (ii) the customer acceptance andtiadogate of our new LED products; (iii) the demaod our products and systems, incluc
our OTA programs; (iv) the number and timing ofglretrofit and multi-facility retrofit, or “roll-
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out,” projects; (v) the rate at which we expand our dissdesforce and the amount of time that it takesHfem to become productive; (vi) |
ability to realize revenue from our services; (wigrket conditions; (viii) the level of our wholésasales; (ix) our execution of our se
process; (x) our ability to compete in a highly gmatitive market and our ability to respond sucaghsto market competition; (xi) the selli
price of our products and services; (xii) changegapital investment levels by our customers arabgects; (xiii) government delays; i
(xiv) customer sales and budget cycles. As a resuit total revenue may be subject to quarterlyatians and our total revenue for i
particular fiscal quarter may not be indicativefutfire results.

Backlog. We define backlog as the total contractual valtiall firm orders and OTA contracts received far dighting products ar
services where delivery of product or completiorsefvices has not yet occurred as of the end ofpantycular reporting period. Such orc
must be evidenced by a signed proposal acceptanperohase order from the customer. Our backlogs du# include PPAs or natiol
contracts that have been negotiated, but underhwhéchave not yet received a purchase order fospkeific location. As of March 31, 2012
we had a backlog of firm purchase orders of appnaxeély $ 41 million , which included $ 36.1 millimf solar PV orders. As dflarch 31
2013 , we had a backlog of firm purchase orderapgroximately $ 21.9 million , which included $ 20nillion of solar PV orders. As
March 31, 2014 , we had a backlog of firm purchaskers of approximately $ 2.7 million , which indked $ 1.1 milliorof solar PV orders. W
expect $ 1.0 million of our $ 1.1 million solar Ikday as of March 31, 2014 to be converted into nexeduring fiscal 2015 We generall
expect this level of firm purchase order backlotesl to HIF and LED lighting systems to be cone@rinto revenue within the followil
quarter. We generally expect our firm purchase olieklog related to solar PV systems to be reaaghivithin the following three to .
months from the time construction of the systemitegalthough during fiscal 2012, we received aB.$Imillion single order for which fl
solar PV system construction did not begin untit fiscal 2014. As a result of the decreased volwheur solar PV orders, the contint
lengthening of our customer’purchasing decisions because of uncertainty theeitiming of adoption of LED products, current esgse
economic conditions and related factors, the caetinshortening of our installation cycles and tkeliding number of projects sold throt
OTAs, a comparison of backlog from period to peti®ahot necessarily meaningful and may not be atilie of actual revenue recognize:
future periods.

Cost of RevenueOur total cost of revenue consists of costs forraiv materials, including sheet, coiled and spgcieeflective
aluminum; (ii) electrical components, including llaats, power supplies, lamps and LED chips and oompts; (iii) materials for sales of sc
PV systems through our engineered systems divigmhyding solar panels, inverters and wiring; (vdges and related personnel expel
including stockbased compensation charges, for our fabricatingtiro, assembly, logistics and project installatgervice organizatior
(v) manufacturing facilities, including depreciation our manufacturing facilities and equipmentet insurance and utilities; (vi) warra
expenses; (vii) installation and integration; amli)(shipping and handling. Our cost of aluminumancbe subject to commodity pr
fluctuations, which we attempt to mitigate throuthie recycling of old scrap fixtures through ouriliac which contain similar content
aluminum when compared to our new fixtures. We alschase many of our electrical components thrdogliard purchase contracts. '
buy most of our specialty reflective aluminum fransingle supplier. We buy most of our LED chipsiira single supplier, although we beli
we could obtain sufficient quantities of these nmaaterials on a price and quality competitive b&simn other suppliers if necessary. We
multiple suppliers for our electronic componentghases, including ballasts. drivers and lamps. Hages from our previous primary supf
of ballast and lamp components constituted 14% ,,480d 7% of our total cost of revenue in fiscall2Q fiscal 2013 and fiscal 2014
respectively. Our cost of revenue from OTA projésteecorded upon customer acceptance and ackngertesht that the system is operatin
specified. Our production labor force is nonion and, as a result, our production labor cosige been relatively stable. We have |
expanding our network of qualified thiphrty installers to realize efficiencies in thetallation process. During fiscal 2012, we redt
headcount and improved production product flow tigio reengineering of our assembly stations. During fist@13, we reduced indire
headcount as part of our cost containment inigatduring fiscal 2014, we aggressively focused ost containment initiatives related
material product costs, service margin expansiahthe implementation of lean manufacturing methogdials to reduce production costs in
manufacturing facility. Additionally, we consolidat Harris' Florida manufacturing operations into Wisconsin facility.

Gross Margin.Our gross profit has been, and will continue todféected by the relative levels of our total rewerand our total cost
revenue, and as a result, our gross profit mayubgest to quarterly variation. Our gross profiteapercentage of total revenue, or gross me
is affected by a number of factors, including:dyr level of utilization of our manufacturing fatiés and production equipment and rel:
absorption of our manufacturing overhead costsp(ir mix of large retrofit and multi-facility retbut projects with national accounts; (iii) 1
realization rate on our billable services; (iv) qupject pricing; (v) our level of warranty claim@s) our level of solar PV sales which hi
greater margin volatility due to recent decreaseprbduct costs versus our traditional energy memegt systems; and (vii) our level
efficiencies from our subcontracted installatiorvas providers.

Operating ExpenseQur operating expenses consist of: (i) generalaaimdinistrative expenses; (ii) acquisition relatggenses; (iii) sale
and marketing expenses; and (iv) research and afaweint expenses. Personnel related costs arergestaperating expense. In fiscal 2(
we decreased headcount as part of our cost corgainimitiatives. In fiscal 2014, we increased heanht in our sales areas for imarket sale
employees. In fiscal 2015, we expect to continuied¢cease headcount in our sales areas for in-rhagtes employees.
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Our general and administrative expenses consistgpily of costs for: (i) salaries and related persg expenses, including stoblkse:
compensation charges related to our executivené@mahuman resource, information technology andatjpms organizations; (ii) pub
company costs, including investor relations, exeraudit and internal audit; (iii) occupancy expesis(iv) professional services fe
(v) technology related costs and amortization; &#§et impairment charges; and (vii) corporatetedl&ravel.

Our acquisition and integration related expensessisb primarily of costs for: (i) variable purchasecounting expenses for conting
consideration; (ii) legal and accounting costs; @iidintegration expenses.

Our sales and marketing expenses consist primafilgosts for: (i) salaries and related personngieases, including stodbase!
compensation charges related to our sales and tmaykarganization; (ii) internal and external sat@smmissions and bonuses; (iii) tra
lodging and other out-of-pocket expenses associatddour selling efforts; (iv) marketing program@;) presales costs; (vi) bad debt; :
(vii) other related overhead.

Our research and development expenses consistrpyirnficosts for: (i) salaries and related perselnexpenses, including stotlase!
compensation charges, related to our engineeriggnization; (ii) payments to consultants; (iii) thesign and development of new ent
management products and enhancements to our exitiargy management system; (iv) quality assurancetesting; and (v) other rela
overhead. We expense research and developmentasasisurred.

In fiscal 2012, we invested in sales expansionaitives, including the creation of a telemarketaadl center for the purpose of custol
lead generation, the establishment of a saleseoffitd hiring of personnel in Houston, Texas andib@ant additions to our retail sales fc
and our engineered systems division. During thé adf of fiscal 2013, we initiated cost containrhefforts that reduced expenses relate
compensation, consulting and other discretionagndmg. We expense all psale costs incurred in connection with our salesgss prior t
obtaining a purchase order. These gae costs may reduce our net income in a giveiog@rior to recognizing any corresponding reve
During fiscal 2014, we sold our leased corporateajel consolidated our Plymouth location into ouarliflowoc headquarters. We have t
and intend to continue to invest in the expansibow in-market sales force during fiscal 2015. We alsonidteo continue investing in ¢
research and development of new and enhanced emengggement products and services.

We recognize compensation expense for the fairevafuour stock option awards and restricted stagirds granted over their rela
vesting period. We recognized $ 1.3 million , $ thiflion , and $ 1.6 million of stock-based compatirsn expense in fiscal 2012 , fis@01:
and fiscal 2014 , respectively. As a result of pdption and restricted stock grants, including misan fiscal 2014 we expect to recognize
additional $ 1.5 million of stockased compensation over a weighted average pefragpooximately five years. These charges have ,baa
will continue to be, allocated to cost of produetenue, general and administrative expenses, aatksnarketing expenses and researct
development expenses based on the departmentsiam wie personnel receiving such awards have pyimasponsibility. A substanti
majority of these charges have been, and likely @ahtinue to be, allocated to general and adnatise expenses and sales and mark
expenses.

Interest ExpenseOur interest expense is comprised primarily of re¢e expense on outstanding borrowings under teng- dek
obligations, including the amortization of previuscurred financing costs. We amortize deferriéticing costs to interest expense ove
life of the related debt instrument, ranging fromedo ten years.

Loss or Gain on Sale of Receivalfur loss or gain on sale of receivables consistessfes or gains associated with sales of recess
from OTA contracts to a third party and the disdednvalue of the long-term payments associated st sale.

Interest IncomeWe report interest income earned from our finan®dad\ contracts and on our cash and cash equivaserdsshort teri
investments. For fiscal 201,2our interest income increased as a result ofitbeeasing OTA finance contracts completed thatretaine:
ownership of the contracts and the related inteskatged to customers. For fiscal 2013 and fisBaK2 our interest income declined as
began to decrease the number of OTA finance cdstraltere we retained the ownership of the contiastead, we elected to utilize our tt
party equipment finance providers directly and eeorded no interest income on those transactions.

Income TaxedAs of March 31, 2014, we had net operating lossybamwards of approximately $ 19.6 millidor federal tax purposes &
$ 15.8 millionfor state tax purposes. Included in these losyfmawards were $3.5 million for federal and $4.9liom for state tax purposes
compensation expenses that were associated witbxtireise of nonqualified stock options. The berfefim our net operating losses cre:
from these compensation expenses has not yet beegnized in our financial statements and will beocainted for in our shareholdeegjuity
as a credit to additional paid-capital as the deduction reduces our incomestgeyable. We also had federal tax credit carrydods o
approximately $1.5 million and state tax credits$$0f8 million as of March 31, 2014A valuation allowance has been set up to resknveul
net operating losses and our tax credits. It isiptes that we may not be able to utilize the fudhbfit of our state tax credits due to our
apportioned income and the potential expiratiorthef state tax credits due to the carry forwardgueriThese federal and state net oper.
losses and credit carryforwards are available,eslip the discussion in the following paragraghoffset future taxable income and, if
utilized,
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will begin to expire in varying amounts between @@hd 2033. Our valuation allowance for deferredassets is based upon our cumule
three year operating losses.

Generally, a change of more than 50% in the owneisha companys stock, by value, over a three year period caristan ownersh
change for federal income tax purposes. An ownprshange may limit a compamsy'ability to use its net operating loss carryfor
attributable to the period prior to such changefidnal 2007 and prior to our IPO, past issuances teansfers of stock caused an ownel
change for certain tax purposes. When certain ostigichanges occur, tax laws require that a calonlde made to establish a limitation
the use of net operating loss carryforwards creatqebriods prior to such ownership change. Theas no limitation that occurred for fis
2012 , fiscal 2013 and fiscal 201%Ve do not believe that this change will impact owverall ability to use our full remaining net opéng los:
carryforwards during the time period that they arailable to us.

Results of Operations
The following table sets forth the line items ofr @onsolidated statements of operations on an atesdollar basis and as a rela

percentage of our total revenue for each applicpbléod, together with the relative percentage gkain such line item between applice
comparable periods set forth below:

Fiscal Year Ended March 31,

2012 2013 2014
(Dollars in thousands)
% of % of % % of %
Amount Revenue Amount Revenue Change Amount Revenue Change
Product revenue $ 90,78: 90.2% $ 72,60¢ 84.2% (20.0% $ 71,95¢ 81.2% (0.9%
Service revenue 9,78( 9.7% 13,48 15.7% 37€%  16,66¢ 18.€ % 23.€%
Total revenue 100,56: 100.(%  86,08¢ 100.( % (14.9%  88,62: 100.C % 2%
Cost of product revenue 62,84 62.5% 49,55 57.E% (21.)% 54,42 61.4% 9.8 %
Cost of service revenue 7,68 7.€% 9,80¢ 11.4% 27.€% 11,22( 12.7% 14.2%
Total cost of revenue 70,52« 70.1%  59,35¢ 68.€ % (15.% 65,64 74.1% 10.€¢ %
Gross profit 30,03¢ 29.€%  26,73( 31.1% (11.0%  22,98( 25.C% (14.0%
General and administrative
expenses 11,39¢ 11.2%  13,94¢ 16.2 % 22.2% 14,95 16.€% 7.2%
Acquisition and integration relate
expenses — — % — — % — % 81¢ 0.9% — %
Sales and marketing expenses  15,59¢ 155%  17,12¢ 19.€% 9.€% 13,52 15.2% (21.0%
Research and development
expenses 2,51¢ 2.€% 2,25¢ 2.7% (10.9% 2,02¢ 2.2% (10.9%
Income (loss) from operations 522 0.E% (6,609 (7.7% (1,365.)% (8,347 (9.9% 26.2%
Interest expense (557) (0.5% (567) (0.6)% 2.5% (481) (0.5% (15.29%
Gain on sale of OTA contract
receivables 32 — % — — % (100.0% — — % — %
Interest income 85( 0.2% 84t 1.C% (0.6)% 567 0.6% (32.9%
Income (loss) before income tax 852 0.8% (6,32¢) (7.9% (841.0%  (8,257) (9.-9% 30.£%
Income tax expense (benefit) 37C 0.4% 4,07: 4.8 % 1,000.¢ % (2,05¢) (2.39% (150.9%
Net income (loss) and
comprehensive income (loss) $ 48: 0.E% $(10,399 (12.1% (2,253.0% $ (6,199 (7.0% (40.9%

Consolidated Results
Fiscal 2014 Compared to Fiscal 2013

Revenue.Product revenue decreased from $72.6 million igeal 2013 to $72.0 million for fiscal 2014, a dease of $0.6 million,
0.9%. Product revenue from energy efficiency lightsystems decreased from $62.5 million for fi’@l3 to $59.8 million for fiscal 2014
decrease of $2.7 million, predominantly occurringidg our fiscal 2014 back half. We attribute theei@ll decline in product revenue dur
the back half of fiscal 2014 to delayed customercase decisions as a result of the continuing gemee of LED lighting solutions. Witk
our industrial customer base, LED product costehasen declining while performance, and the relateatgy reduction, has been improv
However, while return on investment for our custene
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using LED technology is improving, these produatsnit currently meet existing customer payback etgimns of two years. We belie
customers are delaying decisions as they contimureanitor and evaluate technology alternatives.b&keve that these products will becc
more economically viable during the back half decadar year 2014. Additionally, delays to projetdtallations resulting from the governrr
shutdown in October 2013 resulted in revenue réolstof approximately $2.0 million as installatiorews were not allowed to access
project sites until late February 2014. Partialffsetting the decline in energy efficient lightipgoduct revenue, product revenue from sali
solar PV systems increased from $10.1 million fecdl 2013 to $12.2 million for fiscal 2014, anriease of $2.1 million. The increase in s
PV product revenue was due to the construction $2@&0 million single landfill solar project durirfgscal 2014. Service revenue incree
from $13.5 million for fiscal 2013 to $16.7 millidior fiscal 2014, an increase of $3.2 million, @&.&%. The increase in service revenue
due to an increase in the number of installati@ssilting from the acquisition of Harris and $1.1liom from the related installation servi
resulting from our single landfill solar projecstalled during fiscal 2014. During fiscal 2014, deeemphasized our solar sales efforts due
decline in new solar project orders so that wefoauns our efforts on the large LED retrofit market.

Cost of Revenue and Gross Margi@ost of product revenue increased from $49.6 omilfor fiscal 2013 to $54.4 million for fiscal 20,
an increase of $4.8 million, or 9.8%. Cost of seevievenue increased from $9.8 million for fisc@l2 to $11.2 million for fiscal 2014,
increase of $1.4 million, or 14.4%. Total gross gimadecreased from 31.1% for fiscal 2013 to 25.9%fiscal 2014. Gross margin from «
HIF and LED integrated systems revenue for fiscl®was 31.2% compared to 26.0% for fiscal 2014.flsoal 2014, our gross mari
declined due to reduced sales volumes of manufttlighting products and the related impact of dixexpenses within our manufactut
facility, an increased mix of lower margin solaojects compared to the prior year and severancensegs of $0.1 million related to
acquisition of Harris. Additionally, during fisc&014, we recorded $2.0 million in expenses relatethventory reserves compared to ¢
million in fiscal 2013. The increase in inventosserve expense was due to the decline in HIF ptoduenue that occurred during the fou
quarter of fiscal 2014 and our expectations thdD lffoducts will become a larger portion of our fetwevenue. The reserve was based
our evaluation of existing fluorescent componeneirtory levels, our historical usage trends andeogpectations on future requirements.
gross margin on solar PV revenues was 30.5% dtisngl 2013 compared to 25.6% during fiscal 201de Tecrease in solar PV gross me
percentage was due to the lower margin on our sifayidfill solar project in fiscal 2014 and someusually high margin solar proje
completed during fiscal 2013.

Operating Expenses

General and AdministrativeOur general and administrative expenses increfieed $13.9 million for fiscal 2013 to $15.0 millidior
fiscal 2014, an increase of $1.1 million, or 7.2Pke increase was due to a loss of $1.4 million ftbesale of our corporate leased aircrafi
including related aviation employee severance esg@gnincreased insurance expenses of $0.2 miio§ million for the amortization
intangible assets resulting from the acquisitiotafris, $0.9 million for incremental operating exges from the acquisition of Harris and :
million in asset impairment expenses and contraghinations related to facility consolidations. $beincreases were partially offset
decreases due to prior year expenses of $1.2 mitksulting from our reorganization, $0.6 milliom ieduced compensation and bel
expenses resulting from headcount reductions, 80liBn in reduced legal expenses and $0.4 milliorother reductions in discretioni
spending.

Acquisition and Integration Related Expeng®sr acquisition related expenses increased frone fionfiscal 2013 to $0.8 million f
fiscal 2014. The increase was due to $0.5 millibrexpenses incurred related to the acquisition afrid which included $0.3 million f
variable mark-to-market purchase accounting expenslated to the contingent consideration earnand $0.2 million for legal, account
and integration related costs. We incurred $0.8aniin other acquisition related activities fogl# and consulting activities.

Sales and MarketingOur sales and marketing expenses decreased fram $iillion for fiscal 2013 to $13.5 million fordtal 2014,
decrease of $3.6 million, or 21.0%. The decreasedua to reduced compensation and benefit expdifsle omillion resulting from headcot
reductions, reduced bad debt expense of $0.6 millieorganization expenses incurred in fiscal 26f130.3 million, $0.2 million in reduct
depreciation expense and discretionary spendingctiohs of $2.2 million, offset by an increase iar sales commission expense of ¢
million resulting from the revenue increase andentental expenses of $1.3 million resulting from #tquisition of Harris.

Research and Developme@ur research and development expenses decrease® 2.8 million for fiscal 2013 to $2.0 million fdiscal
2014, a decrease of $0.3 million, or 10.3%. Theehse was due to a reduction in compensation egpenensulting expenses and pro
testing costs related to our energy managementaisimitiatives.

Interest ExpenseOur interest expense decreased from $567,000dcalf2013 to $481,000 for fiscal 2014, a decre#s$86,000, ¢
15.2%. The decrease in interest expense was dhe teduction in financed contract debt for our Ograjects compared to the prior year -
half.

Interest Income.Our interest income decreased from $845,000 &mafi2013 to $567,000 for fiscal 2014, a decreds®2@8,000, ¢
32.9%. Our interest income decreased as we inat@hsautilization of third party finance providdos virtually
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all of our financed projects. We expect our inteiesome to continue to decrease as we continusiltze third party finance providers for ¢
OTA projects.

Income TaxesOur income tax expense decreased from $4.1 mifborfiscal 2013 to an income tax benefit of $2.1lion for fiscal
2014, a decrease of $6.2 million, or 151%. Duriisgdl 2013, we recorded a valuation reserve againstieferred tax assets in the amou
$4.1 million due to uncertainty over the realizatizalue of these assets in the future. During Fi@€d 4, we reversed $2.3 million of «
valuation reserve to offset deferred tax liabifitereated by the acquisition of Harris. Our effezincome tax rate for fiscal 2014 was 24.
compared to (64.4)% for fiscal 2013. The changeffective rate was due primarily to the changeshim valuation reserve and expel
minimum state tax liabilities.

Fiscal 2013 Compared to Fiscal 2012

Revenue.Product revenue decreased from $90.8 million ifezal 2012 to $72.6 million for fiscal 2013, a desse of $18.2 million,
20.0%. The decrease in product revenue was duedermease of $12.9 million from our sales of sé&r systems. During fiscal 2012,
constructed several large solar PV systems and letedpfewer projects of similar size during fis2@ll3. Additionally, material prices rela
to solar panels and materials decreased duringlfi2813. Product revenue from energy efficiencyjgms decreased by $5.3 milli
predominantly occurring during our fiscal 2013 ffiralf on reduced direct market sales. Servicemegancreased from $9.8 million for fis
2012 to $13.5 million for fiscal 2013, an increadfe$3.7 million, or 37.9%. The increase in serviegenue was due to an increase of
million from the related installation services ritisig from solar PV systems installed during fis@8l13. As mentioned above, as solar
prices have declined, service revenue has becohighar percentage of the total revenue contraatech fa solar PV project. Our serv
revenue from sales of our HIF energy efficiencyteys increased $0.6 million as a result of the ees® in wholesale revenue from efficie
project sales. We believe that our HIF energy ifficy business continues to be challenged by &dlificapital spending environment.

Cost of Revenue and Gross Margi@ost of product revenue decreased from $62.8anifor fiscal 2012 to $49.6 million for fiscal 20,
a decrease of $13.2 million, or 21.1%. Cost of iservevenue increased from $7.7 million for fis2all2 to $9.8 million for fiscal 2013,
increase of $2.1 million, or 27.6%. Total gross gmaincreased from 29.9% for fiscal 2012 to 31.1%offscal 2013. For fiscal 2013, our gr
margin percentage increased due to improved projeogins from sales of solar PV systems and to costainment initiatives in o
manufacturing operations during the back half s€di 2013. Our gross margin on renewable revenassl®.2% during fiscal 2012 compe
to 30.5% during fiscal 2013. The increase in gnossgin percentage was due to negotiated contrattreductions and efficiencies in
project management and contracted expenses. Graggmirom our HIF integrated systems revenue ifgeal 2012 was 34.5% comparet
31.2% for fiscal 2013. The decrease in HIF grossgingpercentage was due to the decrease in HIFhueveccurring during the fiscal 2C
first half and the impact of our fixed manufactgricosts.

Operating Expenses

General and AdministrativeOur general and administrative expenses increfieed $11.4 million for fiscal 2012 to $13.9 millidior
fiscal 2013, an increase of $2.5 million, or 22.3¥he increase for fiscal 2013 was due to expen$e®l® million resulting from ot
reorganization initiatives, increased legal expsnstated to unusual items of $1.1 million, incezhsompensation expenses of $0.4 mi
related to our second half of fiscal 2013 bonus@ad increased audit expenses of $0.2 milliontedlao the reaudit of our fiscal 201
financial statements. These increases in expenses partially offset by headcount reductions arnstrétionary spending reductions -
occurred during the second half of fiscal 2013.

Sales and MarketingOur sales and marketing expenses increased fran $illion for fiscal 2012 to $17.1 million fordtal 2013, &
increase of $1.5 million, or 9.8%. The increase daes to the full year impact incurred during thwstfhalf of fiscal 2013 of headcount additi
from our prior year investment into the formatiamdastaffing of our telemarketing function, the ésghment and staffing of our Hous
technology center, headcount additions for saleb @Eoject management to support the increase insolar PV backlog and headcao
additions for inmarket efficiency sales. We reduced headcountdrbtitk half of fiscal 2013 as part of our cost otidn initiatives. Additionz
increases were due to commission expense from podgects of $0.4 million, increased depreciatidr$0.3 million due to investments
information systems, increased severance exper@ ®fmillion due to headcount reductions and & $dillion increase in bad debt versus
prior year.

Research and Developme@ur research and development expenses decreased®2:d million for fiscal 2012 to $2.3 million fdiscal
2013, a decrease of $0.2 million, or 10.3%. Therebse was due to decreased consulting expensesedinced development and proc
testing costs related to our energy managementaisimitiatives.

Interest ExpenseOur interest expense increased from $551,000i$oalf 2012 to $567,000 for fiscal 2013, an increafs&16,000, ¢
2.9%. The increase in our interest expense wastaldlee full year impact of additional debt fundiagmpleted during fiscal 2012 for 1
purpose of financing our OTA projects.

Gain on sale of receivableur gain from the sale of receivables from our Odohtracts decreased from $32,000 for fiscal 2@1RC
for fiscal 2013. Due to the establishment of midtifinancing arrangements for OTAs during fiscal2@nd 2013, in future periods, we do



expect to sell OTA contracts at levels similariszél 2011 or fiscal 2012.
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Interest Income . Our interest income was relatively unchanged ffisgal 2012 to fiscal 2013. In the future, we expaar interest incon
to decrease as we continue to utilize third panarfce providers for our OTA projects.

Income TaxesOur income tax expense increased from $0.4 millarfiscal 2012 to income tax expense of $4.1iomllfor fiscal 2012
an increase of $3.7 million, or 1,000.8%. Duringcéil 2013, we recorded a valuation reserve againstleferred tax assets in the amoui
$4.1 million due to uncertainty over the realizatwalue of these assets in the future. Our effedticome tax rate for fiscal 2012 was 43.
compared to (64.4)% for fiscal 2013. The changefiective rate was due primarily to the impactha# taluation reserve.

Energy Management Segment

The following table summarizes the energy manageésegment operating results:

For the year ended March 31,

(dollars in thousands) 2012 2013 2014
Revenues $ 72,097 $ 67,437 % 66,79!
Operating income $ 497, % 248§ (1,749
Operating margin 6.2% 0.4% (2.6%

Fiscal 2014 Compared to Fiscal 2013

Energy management segment revenue decreased frodh $élion for fiscal 2013 to $66.8 million fordcal 2014, a decrease of §
million, or 0.9%. The decrease was due to decresakx$ of our HIF lighting systems due to delayestamer purchase decisions, which
attribute to the emergence of LED lighting soluioiVe believe customers are delaying decisionfi@s ¢ontinue to monitor and evalu
technology alternatives.

Energy management segment operating income dedr&ase $0.2 million for fiscal 2013 to an operatitags of $1.7 million for fisci
2014, a decrease of $1.9 million, or 811.4%. Therekse in operating income for fiscal 2014 wassalteof the decreased revenue f
manufactured lighting products and the related ihpéfixed manufacturing facility expenses, expefa inventory reserves in the amour
$2.0 million resulting from lower fluorescent pradisales and an increase in amortization expensgarfgible assets which resulted from
acquisition of Harris.

Fiscal 2013 Compared to Fiscal 2012

Energy management segment revenue decreased frdrh $ifllion for fiscal 2012 to $67.4 million fordtal 2013, a decrease of §
million, or 6.5%. The decrease was due to decreaabss of our HIF lighting systems due to capifrsling constraints resulting fron
challenging economic environment.

Energy management segment operating income dedréase $5.0 million for fiscal 2012 to $0.2 millioior fiscal 2013, a decrease
$4.8 million, or 95.1%. The decrease in operatmgpme for fiscal 2013 was a result of the decreaseenue and the increase in selling
marketing expense resulting from the headcounttiaddi for our telemarketing and retail sales iigi@s that occurred during the first hall
fiscal 2013.

Engineered Systems Segment

The following table summarizes the engineered gystgegment operating results:

For the year ended March 31,

(dollars in thousands) 2012 2013 2014
Revenues $ 28,46 % 18,64¢ $ 21,83(
Operating income $ 56¢ % 671 $ 1,991
Operating margin 2.C% 3.€% 9.1%

Fiscal 2014 Compared to Fiscal 2013

Engineered systems segment revenue increased ft8t6 #illion for fiscal 2013 to $21.8 million foistal 2014, an increase of $
million, or 17.1%. The increase was due to the wanton of a single large landfill solar projeatrthg fiscal 2014. Additionally, we did r
sign any new significant contracts during fiscal2@s a result of expired federal cash grants,rtaiogy over supply and costs of solar pa



and reductions in state and utility incentives.
Engineered systems segment operating income iretdasm $0.7 million for fiscal 2013 to $2.0 milticof operating income for fisc

2014, an increase of $1.3 million, or 196.7%. Theréase in operating income for fiscal 2014 wassallt of the increase in revenue anc
related gross margin contribution and a reductivogerating expenses as we began to de-emphasize
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our solar business and redeploy personnel to anggrmanagement division to address the LED lightatrofit market opportunity.

Fiscal 2013 Compared to Fiscal 2012

Engineered systems segment revenue decreased 881 illion for fiscal 2012 to $18.6 million foistal 2013, a decrease of §
million, or 34.5%. The decrease was due to a dsergathe number of and the relative size of tmewable PV systems under construc
during fiscal 2013 versus the prior year. Additibpnawe did not sign any new significant contradisring fiscal 2013 as a result of expi
federal cash grants, uncertainty over supply astsanf solar panels and reductions in state afityuticentives.

Engineered systems segment operating income ireatdasm $0.6 million for fiscal 2012 to $0.7 milticof operating income for fisc
2013, an increase of $0.1 million, or 17.9%. Theréase in operating income for fiscal 2013 wassalteof an improvement in manag
contract costs related to our project and constmehanagement activities.

Quarterly Results of Operations

The following tables present our unaudited quaytezbults of operations for the last eight fiscahders in the period endédiarch 31
2014(i) on an absolute dollar basis (in thousands) @@hds a percentage of total revenue for the applie fiscal quarter. You should read
following tables in conjunction with our consoliddt financial statements and related notes contaétezlvhere in this Form 1K- In out
opinion, the unaudited financial information pretsehbelow has been prepared on the same basisragudited consolidated financ
statements, and includes all adjustments, congistitty of normal recurring adjustments, that wesider necessary for a fair presentatio
our operating results for the fiscal quarters pmess Operating results for any fiscal quarterraenecessarily indicative of the results for
future fiscal quarters or for a full fiscal year.

For the Three Months Ended

Jun 30, Sep 30, Dec 31, Mar 31, Jun 30, Sep 30, Dec 31, Mar 31,
2012 2012 2012 2013 2013 2013 2013 2014
(in thousands, unaudited)

Product revenue $ 1358 $ 16,93: $ 2266( $ 1943 $ 17,520 $ 21,18 $ 22,38 $ 10,87
Service revenue 1,73( 2,471 6,421 2,84¢ 3,32¢ 6,31« 5,31: 1,71¢
Total revenue 15,31( 19,40¢ 29,08 22,28: 20,85: 27,49: 27,69: 12,58¢
Cost of product revenue 9,597 11,86' 15,70¢ 12,37¢ 12,88¢ 15,63¢ 15,74: 10,15¢
Cost of service revenue 1,34( 1,73¢ 4,79¢ 1,931 2,24¢ 4,02¢ 3,80( 1,147
Total cost of revenue 10,93 13,60: 20,50¢ 14,31( 15,12¢ 19,66¢ 19,54: 11,30¢
Gross profit 4,37¢ 5,80¢ 8,581 7,971 5,728 7,82¢ 8,15( 1,27¢
General and administrative expenses 3 30; 4,63¢ 2,84¢ 3,15¢ 2,75¢ 3,17¢ 3,271 5,811
Acquisition and integration related _ — — _ _ 35€ 88 30C
Sales and marketing expenses 3,95; 4,561 4,73( 3,88¢ 3,30¢ 3,64« 3,397 3,18:
Research and development expense: 697 71C 427 42E 49C A4€ 47¢€ 61C
Income (loss) from operations (3,579 (4,10 57€ 502 (829) 20¢ 91C (8,637)
Interest expense (167) (142) (139) (126) (119 (142) (129 (109
Interest income 22¢ 21¢ 21z 18¢ 174 15: 132 10¢
Income (loss) before income tax (3,519 (4,029) 651 565 (76€) 21¢ 91¢ (8,627)
Income tax expense (benefit) (1,579 5,631 — 16 12 (2,189 (99 217
Net income (loss) and comprehensive

income (loss) $ (1,940 $ (9659 $ 651 $ 54¢ $ (781 $ 240¢ $ 1,016 $ (8,839
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Jun 30, Sep 30, Dec 31, Mar 31, Jun 30, Sep 30, Dec 31, Mar 31,
2012 2012 2012 2013 2013 2013 2013 2014
(in thousands, unaudited)

Product revenue 88.71% 87.2% 77.£% 87.2% 84.C% 77.C% 80.€ % 86.4%
Service revenue 11.2% 12.€% 22.1% 12.€% 16.C% 23.C% 19.2% 13.€%
Total revenue 100.( % 100.( % 100.( % 100.( % 100.( % 100.( % 100.( % 100.( %
Cost of product revenue 62.7% 61.1% 54.(% 55.€% 61.€% 56.€% 56.€ % 80.7%
Cost of service revenue 8.7% 9.C% 16.5% 8.6% 10.€ % 14.€% 13.7% 9.1%
Total cost of revenue 71.L% 70.1% 70.5% 64.2% 72.€% 71.E% 70.€% 89.€%
Gross margin 28.€ % 29.€% 29.5% 35.£% 27.L% 28.5% 29.4% 10.2%
General and administrative expenses 21 ¢ 9 23.£% 9.€ % 14.2 % 13.2% 11.5% 11.€% 46.2%
Acquisition and integration related

expenses 0.C% 0.C% 0.C% 0.C% 0.C% 1.2% 0.2% 2.4%
Sales and marketing expenses 25.€% 23E% 16.2% 17.4% 15.€% 13.2% 12.2% 25.2%
Research and development expenses 4.€% 3.6% 1.4% 1.6% 23% 1.€% 1.7% 4.8%
Income (loss) from operations (23.9% (21.% 2.C% 2.2% (4.0% 0.6% 3.2% (68.6%
Interest expense (1.1% (0.8% (0.5)% (0.6)% (0.5% (0.6)% (0.5% (0.9%
Interest income 1.E% 1.1% 0.7% 0.£% 0.£% 0.6% 0.E% 0.2%
Income (loss) before income tax (23.0% (20.6% 2.2% 2.5% (3.7)% 0.€ % 3.2% (68.6%
Income tax expense (benefit) (10.9% 29.C% 0.C% 0.C% 0.C% (7.9% (0.9% 1.6 %
Net income (loss) and comprehensive _ _ _ _

income (loss) (12.9% (49.9% 2.2% 25% (3.9% 8.7% 3.7% (70.9%

Our total revenue can fluctuate from quarter torgradepending on the purchasing decisions of agtomners and our overall level
sales activity. Historically, our energy managemargtomers have tended to increase their purchmesesthe beginning or end of their cay
budget cycles, which tend to correspond to thertmégg or end of the calendar year. As a resulthaae in the past experienced lower rele
total revenue in our fiscal first and second quarend higher relative total revenue in our fisitteld quarter. Our more recent enginet
systems solar revenues have resulted in highdrratanue during our fiscal second and third quartkie to construction seasons and sy
installation progress occurring during those pesiddfe expect that there may be future variationsuinquarterly total revenue depending
our level of national account roll-out projectsgaisitions, wholesale sales and ouretephasis of PV solar systems projects. Our refol
any particular fiscal quarter may not be indicatiWeesults for other fiscal quarters or an erfigeal year.

Liquidity and Capital Resources
Overview

We had approximately $17.6 million in cash and ceghivalents and $0.5 million in short-term investits as oMarch 31, 201
compared to $14.4 million in cash and cash equialand $1.0 million in shoterm investments as of March 31, 2013. Our caslivalgnt:
are invested in money market accounts and bankKicates of deposits with maturities of less th@&nhdays and an average yield of 0.24%.
shortterm investment account consists of a bank ceaatdiof deposit in the amount of $0.5 million with expiration date of June 2014 ar
yield of 0.5%. Our increase in cash during fisdal£2 was primarily due to effective working capitahnagement through decreased invent
and increased cash collections. Our decrease mdiwaring fiscal 2013 was primarily due to our reghase of common stock in the amour
$6.0 million and our capital spending of $2.2 roifli In October 2012, we halted our common sharerob@ase program and our caf
spending has declined significantly. We believes¢hactivities stabilized our previously declinirash balance.

In July 2013, we acquired Harris. The preliminatygihase price for the acquisition was approxima$dl.8 million. The purchase pr
was paid through a combination of $5.0 million sk, $3.1 million of a seller-financed thrgear unsecured subordinated note and 85!
shares of our unregistered common stock , repriegeatfair value on the date of issuance of $2.tliani We also agreed to issue up to ¢
million of our unregistered common stock if Hamigt certain financial targets through December2®14. In October 2013, we completec
amendment to modify the Harris purchase agreenoéiint the value of future earaut consideration at $1.4 million. In January 204:4,issue
an aggregate of 83,943 shares of our common stepkesenting a fair value on the date of issuaf@® million. Additionally, we will pa
$0.8 million in cash on January 1, 2015 as finalnpant for the acquisition of Harris. We believe existing cash balances are sufficier
meet our remaining payment obligations and to fdadis' expected near-term working capital requieata.

In May 2014, we sold our building and equipmentted in Plymouth, Wisconsin as we consolidatedWigconsin operations into ¢
corporate headquarters located in Manitowoc, WisitorThe sale resulted in net proceeds, after casions and expenses, of approxims
$1.0 million. The Plymouth building was classifiasl an asset held for sale beginning in March 20ké.effect of suspending depreciation
immaterial due to the short duration of time theg building was for sale.
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During fiscal 2012, we entered into an arrangenweittt a national equipment finance company to previchmediate nomecours
funding of preeredit approved OTA finance contracts upon progonpletion and customer acceptance. Additionally,completed a $5
million OTA line-of-credit with immediate availability for the purposé funding OTA projects upon the project completiand custom:
acceptance, for which we choose to hold the cotstriaternally. Our OTA credit agreement expired t8apber 30, 2012 for new borrowin
but not for amounts previously drawn. We have mldtifunding sources for our OTA projects. Duringcfil 2013, 73.3% of our to
completed OTAs were financed by the purchase djredgth third party equipment finance companies.ring fiscal 2014, 94.3% of our to
completed OTAs were financed by the purchase dyredth third party equipment finance companiesthe future, we do not intend to fu
OTA contracts through debt borrowings. We belidvat having external sources to purchase the OTAracis outright, has greatly reduc
the cash strain created by funding these cont@aetselves and is no longer an impediment to ouiityhd increase the number of O
contracts we complete in the future.

In January 2014, we filed a universal shelf regigin statement with the Securities and Exchangmr@ission. Under our sh
registration statement, we have the flexibilitypiablicly offer and sell from time to time up to $#%llion of debt and/or equity securities. 7
filing of the shelf registration statement will pefacilitate our ability to raise public equity debt capital to expand existing businesses,
potential acquisitions, invest in other growth ogipnities, or repay existing debt.

The return to a recessionary state of the globah@my could potentially have negative effects on earterm liquidity and capiti
resources, including slower collections of recelgabdelays of existing order deliveries and pasgmeents of incoming orders. However,
believe that our existing cash and cash equivalentsanticipated cash flows from operating adegitand our borrowing capacity under
revolving credit facility with J.P. Morgan Chasertka N.A. will be sufficient to meet our anticipatedsh needs for the next 12 months. .
result of the $17.6 million in cash and cash edeivis as of March 31, 2014, we do not anticipasavilig on our revolving line of credit nor
we expect to use significant amounts of our casanigas for operating activities during fiscal 20Cr future working capital requireme
thereafter will depend on many factors, including cate of revenue, our rate of OTA growth and abitity to maintain external funding 1
our OTA contracts, our introduction of new produatsl services and enhancements to our existinggmeanagement system, the timing
extent of expansions of our sales force and otHenirstrative and production personnel, the timamgl extent of advertising, branding
promotional campaigns, legal expenses and ournasead development activities.

Cash Flows

The following table summarizes our cash flows for fiscal 2012, fiscal 2013 and fiscal 2014

Fiscal Year Ended March 31,

2012 2013 2014
(in thousands)
Operating activities $ 11,49 $ 2,261 $ 9,901
Investing activities (4,532 (2,277 (4,819
Financing activities 4,48¢ (8,625 (1,899
(Decrease) increase in cash and cash equivalents $ 11,45. % (8,635 % 3,192

Cash Flows Related to Operating ActivitieSash used in operating activities primarily conefsnet income (loss) adjusted for cer
non-cash items including depreciation and amortpatstockbased compensation expenses, income taxes anffabeat changes in workir
capital and other activities.

Cash provided from operating activities for fis2@ll4 was $9.9 million and consisted of net cashigeal by changes in operating as
and liabilities of $8.0 million and net income astied for noneash expense items of $1.9 million. Cash providedhanges in operating ass
and liabilities consisted of a decrease of $4.0ionilin inventory on decreased purchases of lightomponents, predominantly fluoresc
ballasts, lamps, wireless controls and motion sens® decrease in deferred contract costs of $illbmdue to the timing of proje
completions and a decrease in accounts receivdldi8.4 million related to customer collections. Eased from changes in operating as
and liabilities included a $1.1 million increasepirepaid expenses and other for unbilled reveniaéeckto solar projects, a decrease in acci
payable of $0.8 million on reduced inventory pusg®s a $2.3 million decrease in deferred reveneetahe decline in solar project acti
and a decrease in accrued expenses due to a detregsrued reorganization expenses.

Cash provided from operating activities for fis2ll3 was $2.3 million and consisted of net cashigen by changes in operating as
and liabilities of $1.1 million and a net loss adpd for noncash expense items of $1.2 million. Cash providedhanges in operating ass
and liabilities consisted of a decrease of $2.9ionilin inventory on decreased purchases of lightomponents, predominantly fluoresc
lamps and ballasts, a decrease in accounts reteigé$2.5 million on increased collections, anrease in accrued expenses of $2.2 mi
due to the timing of reorganization expenses, axthonus expenses and increased accrued legalsespeamd a decrease in prepaid and
assets of $1.3 million for unbilled revenue relaied
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solar projects where construction progress is diltethe customer at the beginning of the montlofahg the month in which the work w
performed. Cash used from changes in operatingsaasé liabilities included a $6.5 million decreaseaccounts payable due to paym
during the second half of fiscal 2013 resultingnirthe settlement of vendor disputes and a deciaadeferred revenue of $1.5 million due
the timing of advanced billings and the achievenuémterformance criteria for revenue recognition.

Cash provided by operating activities for fiscal2@vas $11.5 million and consisted of net cash509 $nillion provided from changes
working capital and net income adjusted roaish expenses of $5.6 million. Cash provided bykimgrcapital improvements was primarily
to the completion of contracts and a reduction efiedted project costs, improved collections of aacounts receivable and an increas
accounts payable related to payment terms on invepurchases during the fiscal 2012 fourth quaiteese benefits were partially offset k
decrease in deferred revenue related to projecplagions and an increase in inventory for purchaddhiorescent lamps as described in
section below.

Cash Flows Related to Investing Activiti€ash used in investing activities was $4.5 milli$g,3 million and $4.8 million for fisc
2012, 2013 and 2014, respectively. In fiscal 2084, invested $5.0 million for the acquisition of Harand $0.4 million for capit
improvements related to product development tooéing information technology systems. Cash provifileth investing activities include
$0.5 million for the sales of shaierm investments and $0.1 million in proceeds fthmsale of assets. In fiscal 2013, we invested ggllion
for capital improvements related to our product elegment, information technology systems, manufawguimprovements and facili
investments and $0.2 million for investment in patgctivities. In fiscal 2012, we invested $4.3lioil for capital improvements related to
information systems, facilities, renewables and ufiacturing improvements and $0.2 million for patemestments.

Cash Flows Related to Financing Activiti€ash used in financing activities was $1.9 millfonfiscal 2014. This included $3.2 milli
for repayment of longerm debt. Cash flows provided by financing acigtincluded $1.1 million received from stock optiexercises ar
$0.2 million from shareholder note repayments.

Cash used in financing activities was $8.6 million fiscal 2013. This included $6.0 million used fepurchases of shares of
common stock and $3.2 million for repayment of ldagn debt. In October 2012, we halted our commoakstepurchase program. Cash fli
provided by financing activities included $0.4 naifi in new shorterm debt borrowings to fund equipment lease bug;dk@.1 million receive
from stock option exercises and shareholder ngaymaents and $0.1 million for excess tax benefiimfstock based compensation.

Cash provided by financing activities was $4.5 imillfor fiscal 2012. This included $6.0 million imew debt borrowings to fund O
projects, $0.2 million received from stock optiardavarrant exercises, $1.0 million for excess temdfits from stock based compensation
$0.1 million from the collection of shareholder @at Cash flows used in financing activities inciidd..9 million for repayment of longgrmr
debt, $0.7 million used for common share repurchasel $0.1 million for costs related to our new QdrAdit agreement.

Working Capital

Our net working capital as of March 31, 2014 wa8.$3nillion, consisting of $50.3 million in curreassets and $17.2 million in curr
liabilities. Our net working capital as of March,32013 was $33.9 million, consisting of $52.7 roffliin current assets and $18.8 milliol
current liabilities. Our current accounts receieabtiecreased from our prior fiscal year end by $8lBon as a result of lower revenue dur
the fiscal 2014 fourth quarter. Our current inventdecreased by $2.5 million on reduced inventgrgnsling and increased inventory resel
which was net of $1.0 million of incremental Harinwentory. Our prepaid and other expenses inctehgeb2.2 million due to an increase
$1.0 million related to a reclassification from pesty, plant and equipment of our Plymouth buildimgich was a held for sale asset an
increase of $1.2 million in unbilled revenue retate the timing of billing on solar projects. Owcaunts payable increased from our fi
2013 year end by $0.8 million due primarily to #xeuisition of Harris and related payables. Ourwent expenses decreased from our f
2013 year end by $0.9 million due to the paymer##lo® million in accrued settlement expenses anid@ease of $0.2 million in accrued le
and other expenses. Our deferred revenue decréasedur fiscal 2013 year end by $2.3 million as memared completion of the construc
of our solar landfill project.

During our fiscal 2014 fourth quarter, we experesh@ decline in revenue from sales of our HIF lighsystems. Due to this decline
HIF product revenue and our expectations that LE®Ripcts will become a larger portion of our futuesenue, we recorded expense of
million to our inventory obsolescence reserve durthe fiscal 2014 fourth quarter and a total ofO$thillion in expense for invento
obsolescence reserves during fiscal 2014. Thigwvesgas based upon our evaluation of existing #soent component inventory levels,
historical usage trends and our expectations amduequirements.

During fiscal 2013, we decreased our inventoriesb®y® million as we reduced our safety stock lewdl®lectronic components &

fluorescent lamps after assessing that previouseras over shortages of rare earth minerals werdonger negatively impacting t
production of fluorescent lamps.
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During fiscal 2012, we had increased our inventoné fluorescent lamps by $2.2 million due to conseover shortages of rare ei
minerals used in the production of fluorescent lamp

We are continually monitoring supply side concesithin the electronic components market and belidna our current inventory lew
are sufficient to protect us against the risk adhfeunable to deliver product as specified by austomers’requirements. We are continu
monitoring supply side concerns through conversatiwith our key vendors and currently believe shaiply availability concerns appea
have subsided. In the future, we intend to contiiouduce inventories, specifically our wirelesstcols product inventories.

We generally attempt to maintain at least a threstm supply of orlirand inventory of purchased components and rawrrakstéo mee
anticipated demand, as well as to reduce our risknexpected raw material or component shortagesupply interruptions. Our accou
receivables, inventory and payables may increasigetextent our revenue and order levels increase.

Indebtednes:

On June 30, 2010, we entered into a credit agreemdaich we refer to herein as the Credit Agreemeiith JP Morgan Chase Ba
N.A., whom we refer to herein as JP Morg

The Credit Agreement provides for a revolving ctédcility, which we refer to herein as the Credi#cility, that matures on August .
2014. Borrowings under the Credit Facility are tisal to (i) $15.0 million or (ii) during periods iwhich the outstanding principal balance
outstanding loans under the Credit Facility is tgethan $5.0 million, the lesser of (A) $15.0 il or (B) the sum of 75% of the outstanc
principal balance of certain accounts receivableé 4606 of certain inventoryWe also may cause JP Morgan to issue letters ditdier oul
account in the aggregate principal amount of up2@ million, with the dollar amount of each issueiter of credit counting against the ove
limit on borrowings under the Credit Facility. ABMarch 31, 2014, we had no outstanding lettersredlit issued.

The Credit Agreement, as amended, requires us itataira (i) a ratio of total liabilities to tangibleet worth not to exceed 0.50 to 1.00 as o
last day of any fiscal quarter, (ii) average daihencumbered liquidity of at least $20.0 milliorridg each period of three consecutive busi
days, (iii) a debt service coverage ratio of gnetitan 1.25 to 1.00 as of the last day of any figoarter and (iv) a funded debt to EBITDA r:
of less than 2.5 to 1.0 as of the last day of asgaf quarter. The Credit Agreement also conta@rsam restrictions on our ability to me
capital or lease expenditures over prescribeddiniitcur additional indebtedness, consolidate argaeguarantee obligations of third par
make loans or advances, declare or pay any divideulstribution on our stock, and redeem or repase shares of our stock or pledge as
We had no outstanding borrowingsder the Credit Facility as of March 31, 2014. W&re not in compliance with our line of credit coae
requirements related to debt service coverage eatibfunded debt to EBITDA ratio as of March 3112®ut have received a waiver for
covenant defaults.

The Credit Agreement is secured by a first lierusgginterest in our accounts receivable, inveptmnd general intangibles, and a se«
lien priority in our equipment and fixtures. All @8, PPAs, leases, supply agreements and/or siagli@ements relating to solar photovol
and wind turbine systems or facilities, as welah®f our accounts receivable and assets relatétuetforegoing, are excluded from these liens

Borrowings under the Credit Agreement bear intebased on LIBOR plus an applicable margin (the #gajplle Margin), which rang
from 2.0% to 3.0% per annum based on our debts@pdverage ratio from time to time. We must p&gearanging between 0.25% and 0.t
per annum on the average daily unused amount aZtédit Facility (with the amount of such fee basedour debt service coverage ratio f
time to time) and a fee in the amount of the Aggilie Margin on the daily average face amount ofawnwd issued letters of credit. The fee
unused amounts is waived if we or our affiliatesnmaan funds on deposit with JP Morgan or its &fiés above a specified amount. The de
threshold requirement was met as of March 31, 2014.

In July 2013, we issued an unsecured and suboetingtomissory note in the principal amount of $6iillion to help fund oL
acquisition of Harris. The note bears interesthat tate of 4% per annum, is payable in quartersfaiiments of principal and interest i
matures in July 2016. In addition to our CreditilFgc we also have other existing lorigrm indebtedness and obligations under variout
instruments, including pursuant to a bank first tgage, a debenture to a community development argiéon, a federal block grant loan, t
city industrial revolving loans, three notes fondiing OTA contracts and a credit facility for th@espurpose of funding OTA contracts. A
March 31, 2014, the total amount of principal cansling on these various obligations, includingifagris sellers note, was $6.6 million. Th
obligations have varying maturity dates betweend2@idd 2024 and bear interest at annual rates ofeleet 2.0% and 7.85%. The weigt
average annual interest rate of such obligatiorss &arch 31, 2014 was 5.0%. Based on interessiiateffect as of March 31, 2014, we ex|
that our total debt service payments on such dtidigs for fiscal 2015, including scheduled prindjpease and interest payments, but exclu
any repayment of borrowings on the Credit Facilityll approximate $4.0 million. Except for the Harsellers' note, all of these obligations
subject to security interests on our assets. Skwvéthese obligations have covenants, such aomast financial and restrictive covena
including maintenance of a minimum debt serviceetage ratio; a minimum current ratio; quarterhfingl net income requirement; limitatic
on executive compensation and advances; limitsapital expenditures per year; limits
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on distributions; and restrictions on our abilibyrhake loans, advances, extensions of credit, imargs, capital contributions, incur additic
indebtedness, create liens, guaranty obligatiorexgenor consolidate or undergo a change in conftelof March 31, 2014, we were
compliance with all such covenants.

Capital Spending

Over the past three fiscal years, we have madeat@pipenditures primarily for general corporategmses for our corporate headqual
and technology center, production equipment antingand for information technology systems. Ouwpita expenditures totaled $4.3 millic
$2.2 million and $0.4 million in fiscal 2012, 2048d 2014, respectively. We plan to incur approxatya$0.8 million to $1.0 million in capit
expenditures in fiscal 2015. Our capital spendilagn predominantly consist of investments relatedur manufacturing operations to impr
efficiencies and reduce costs and for investmentsformation technology systems. We expect torfagathese capital expenditures primi
through our existing cash, equipment secured laaddeases, to the extent needed, ltemgy debt financing, or by using our available iy
under our Credit Facility.

Contractual Obligations

Information regarding our known contractual obligas of the types described below as of March 8142is set forth in the followir
table:

Payments Due By Period

Less than More than
Total 1 Year 1-3 Years 3-5 Years 5 Years
(in thousands)

Bank debt obligations $ 6,60z $ 345( $ 2617 $ 13C % 40k
Cash interest payments on debt 54€ 251 144 62 89
Operating lease obligations 651 28¢ 291 71 —
Purchase order and capital expenditure commitnmiBnts( 4,431 4,431 — — —
Total $ 12,23( $ 8,421 $ 3,052 $ 26 $ 494

(1) Reflects norcancellable purchase commitments in the amoun#éef gillion for certain inventory items enteredanh order to secu
better pricing and ensure materials on hand.

The table of contractual obligations and commitreedbes not include our unrecognized tax benefiticlwivere $0.2 million
March 31, 2014. We have a high degree of unceptaggarding the timing of any adjustments to thasecognized benefits.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements.

Inflation
Our results from operations have not been, andoweotl expect them to be, materially affected biatidn.
Critical Accounting Policies and Estimates

The discussion and analysis of our financial ceodiand results of operations is based upon ousalafated financial statements, wt
have been prepared in accordance with accountimgiples generally accepted in the United Statdse Preparation of our consolida
financial statements requires us to make certdimates and judgments that affect our reportedtasabilities, revenue and expenses, ant
related disclosure of contingent assets and ligdsli We reevaluate our estimates on an ongoing basis, inwuthose related to rever
recognition, inventory valuation, the collectalyilitf receivables, stockased compensation, warranty reserves and incoms.té/e base o
estimates on historical experience and on vari@ssiraptions that we believe to be reasonable uimgecitcumstances. Actual results r
differ from these estimates. A summary of our catiaccounting policies is set forth below.

Revenue RecognitionVe recognize revenue when the following criterdadnbeen met: there is persuasive evidence ofrangamen
delivery has occurred and title has passed to tistomer; the sales price is fixed and determinalle no further obligation exists; &
collectability is reasonably assured. Virtually afl our revenue is recognized when products angpsgld to a customer or when services
completed and acceptance provisions, if any, haea Imnet. In certain of our contracts, we providétipla deliverables. We record the reve
associated with each element of these arrangerbgratbocating the total contract revenue to eaeimeint based on their relative selling pri
In such circumstances, we use a hierarchy to déterthe selling price to be used for allocatingerave to deliverables: (1) vendgpecific



objective evidence, or “WSOE” of selling price, if
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available, (2) third-party evidence, or “TPEf selling price if VSOE is not available, and {#st estimate of the selling price if neither V¢
nor TPE is available. We determine the sellingeffiar our HIF lighting and energy management sygpeaducts, installation and recycl
services and for solar renewable product and sssuvising managemestbest estimate of selling price as VSOE or TPHende does n
exist. We consider external and internal factoduiting, but not limited to, pricing practices, mgr objectives, competition, geographie
which we offer our products and services, intenuaits, and the scope and size of projects. Ourd@idfxacts are supply side agreements fc
generation of electricity for which we recognizeegrue on a monthly basis over the life of the PBAtiact, typically in excess of 10 years.
sales of our solar PV systems, we recognize reversireg the percentage-obmpletion method by measuring project progressthe
percentage of costs incurred to date of the tatfiin@ted costs for each contract as materialsnstalied. Revenue from sales of our sola
systems is generally recognized over a periodrefttio 15 months. Additionally, we offer our OTAesatype financing program under wh
we finance the customer’s purchase of our energyagement systems. Our OTA contracts are dgjfes-capital leases under GAAP and
record revenue at the net present value of thedyiayments at the time customer acceptance amskedled and operating system is comp
Our OTA contracts under this salgpe financing are either structured with a fixedn, typically 60 months, and a bargain purchasmo@
the end of term, or are one year in duration ahdhe completion of the initial one-year term, dow/for (i) one to four automatic orneal
renewals at agreed upon pricing; (ii) an early lutyor cash; or (iii) the return of the equipmentlae customes expense. The revenue thal
are entitled to receive from the sale of our ligbtfixtures under our OTA financing program is fixand is based on the cost of the ligh
fixtures and applicable profit margin. Our revetfiiem agreements entered into under this programotislependent upon our customexstua
energy savings. Upon completion of the installgtivsa may choose to sell the future cash flows asiual rights to the equipment on a nor
recourse basis to an unrelated third party finaeepany in exchange for cash and future payments.

Deferred revenue or deferred costs are recordeg@rfiject sales consisting of multiple elements erfgrmance milestones, where
criteria for revenue recognition has not been rBebstantially all of our deferred revenue relatesidvance customer billings for solar
projects or to prepaid services to be providede#¢mhined future dates. As of March 31, 2013 anth20ur deferred revenue was $4.2 mil
and $1.9 million, respectively. Deferred costs andpct are recorded as a current or loexgpn asset dependent upon when the pi
completion is expected to occur. As of March 311.2@nd 2014, our deferred costs were $2.1 milliwh$0.7 million, respectively.

Inventories. Inventories are stated at the lower of cost orketavalue and include raw materials, work in pragcard finished gooc
Items are removed from inventory using the firstfirst-out method. Work in process inventories are coregrisf raw materials that have b
converted into components for final assembly. It@gnamounts include the cost to manufacture tm,tsuch as the cost of raw materials
related freight, labor and other applied overheastc We review our inventory for obsolescence madketability. If the estimated mar
value, which is based upon assumptions about futereand and market conditions, falls below costntthe inventory value is reduced tc
market value. Our inventory obsolescence reseivigaech 31, 2013 and 2014 were $2.3 million and$gillion, respectively.

Allowance for Doubtful AccountaVe perform ongoing evaluations of our customeid @ntinuously monitor collections and paym:
and estimate an allowance for doubtful accountedapon the aging of the underlying receivables,historical experience with writeffs
and specific customer collection issues that weehidentified. While such credit losses have histdly been within our expectations, and
believe appropriate reserves have been establigleethay not adequately predict future credit losEeble financial condition of our custom
were to deteriorate and result in an impairmertheir ability to make payments, additional allowasenight be required which would resul
additional general and administrative expense énpiriod such determination is made. Our allowdoceoubtful accounts was $0.9 milli
and $0.4 million at March 31, 2013 and March 311£Gespectively.

Recoverability of Long-Lived Assei8e evaluate londjived assets such as property, equipment and teefiged intangible assets, sucl
patents, customer relationships, developed techgpland norcompetition agreements, for impairment whenevemever circumstanc
indicate that the carrying value of the assetsgeized in our financial statements may not be recalble. Factors that we consider incl
whether there has been a significant decreaseeinmidirket value of an asset, a significant changhénway an asset is being utilized,
significant change, delay or departure in our etratfor that asset, such as the loss of a custamidnie case of customer relationships.
assessment of the recoverability of Idivgd assets involves significant judgment andnestion. These assessments reflect our assumr
which, we believe, are consistent with the assumngtihypothetical marketplace participants use. dfacthat we must estimate wi
performing recoverability and impairment tests umlgd, among others, the economic life of the adéémpairment is indicated, we fit
determine if the total estimated future cash flamsan undiscounted basis are less than the carayimmunts of the asset or assets. If s
impairment loss is measured and recognized.

After an impairment loss is recognized, a new, loa@st basis for that lonljved asset is established. Subsequent changexis &n
circumstances do not result in the reversal ofexipusly recognized impairment loss.
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Our impairment loss calculations require that welajudgment in estimating future cash flows andetgair values, including estimat
useful lives of the assets. To make these judgmemsnay use internal discounted cash flow estimyajgoted market prices when availi
and independent appraisals as appropriate to detefair value.

If actual results are not consistent with our agsions and judgments used in estimating future ¢asts and asset fair values, we r
be required to recognize additional impairmentéssshich could be material to our results of openat

Goodwill. We test goodwill for impairment at least annuallycd the first day of the fiscal fourth quarter,vanen indications of potent
impairment exist. We monitor for the existence ofemtial impairment indicators throughout the fisgear. We conduct impairment testing
goodwill at the reporting unit level. Reporting tsmias defined by ASC 35htangibles - Goodwill and Othermay be operating segments
whole or an operation one level below an operasegment, referred to as a component. For fiscad 20dr goodwill impairment testing w
conducted at the Harris component level since weently manage Harris as a separate unit with o@rgy management segment. In
future, we expect that Harris will be fully inteed into our engineered systems segment and sepamadirment testing at the component |
may not be possible; therefore, we expect impaitrtessting will be conducted at the segment levehanfuture.

We may initiate goodwill impairment testing by calesing qualitative factors to determine whethersitmore likely than not that
reporting unit's carrying value is greater tharfais value. Such factors may include the followiagnong others: a significant adverse ch
in macroeconomic conditions or legal factors; detation in our industry and market environmentlirling unanticipated or increas
competition, a change in the market for our proslastservices, or a regulatory development; cagbfa such as increases in raw mate|
labor, or other costs that have a negative effacéarnings and cash flows; overall financial perfance such as a significant decline in
reporting unit's expected future cash flows or elide in actual or planned revenue or earnings @met with actual and projected result
relevant prior periods; a sustained, significantlide in our stock price and market capitalizatiang changes in management, key persc
strategy, or customers. If our qualitative assessmeveals that goodwill impairment is more likelyan not, we perform the twatef
impairment test. Alternatively, we may bypass thaliative test and initiate goodwill impairmenstieag with the first step of the twatef
goodwill impairment test.

During the first step of the goodwill impairmenstewe compare the fair value of the reporting waiits carrying value, includir
goodwill. We derive a reporting unit's fair valledugh a combination of the market approach (aejnd transaction method) and the inc:
approach (a discounted cash flow analysis). Thenrecapproach utilizes a discount rate from thetabhpsset pricing model. If all reporti
units are analyzed during the first step of thedyadth impairment test, their respective fair valuage reconciled back to the Compa
consolidated market capitalization.

If the fair value of a reporting unit exceeds igsrging value, then we conclude that no goodwilp&imment has occurred. If the carry
value of the reporting unit exceeds its fair value, perform the second step of the goodwill impaimintest to measure possible gooc
impairment loss. During the second step, we hypimihléy value the reporting unit's tangible andaimgjible assets and liabilities as if
reporting unit had been acquired in a business gmatibn. Then, the implied fair value of the refrogt unit's goodwill is compared to 1
carrying value of its goodwill. If the carrying wed of the reporting unit's goodwill exceeds thelietghfair value of the goodwill, we recogn
an impairment loss in an amount equal to the execedso exceed the carrying value of the reporting's goodwill. Once an impairment i
is recognized, the adjusted carrying value of thedgvill becomes the new accounting basis of thedgdbfor the reporting unit.

Indefinite Lived Intangible Asset®n the first day of our fiscal fourth quarter wettendefinite lived intangible assets for impairrai
least annually on the first day of our fiscal féuguarter, or when indications of potential impaérmhexist. We monitor for the existence
potential impairment indicators throughout the disgear. Our impairment test may begin with a datilie test to determine whether it is r
likely than not that an indefinite lived intangikdsset's carrying value is greater than its fdirezdf our qualitative assessment reveals thal
impairment is more likely than not, we perform anqtitative impairment test by comparing the failueaof the indefinite lived intangible as
to its carrying value. Alternatively, we may bypdlss qualitative test and initiate impairment tegtith the quantitative impairment test.

Determining the fair value of indefinitered intangible assets entails significant estesaind assumptions including, but not limite
estimating future cash flows from product salespetiation of employment agreements containing gampetition clauses, continuation
customer relationships and renewal of customenraots, and approximating the useful lives of thtangible assets acquired.

If the fair value of the indefinite lived intangélasset exceeds its carrying value, we concludenthandefinite lived intangible as:
impairment has occurred. If the carrying valuetaf indefinite lived intangible asset exceeds iisvfalue, we recognize an impairment los
an amount equal to the excess, not to exceed thgrgavalue. Once an impairment loss is recognitlee adjusted carrying value become:
new accounting basis of the indefinite lived intidhg asset.

Investments.Our accounting and disclosures for shterth investments are in accordance with the remergs of the Fair Vall
Measurements and Disclosure, Financial Instrumeant Investments: Debt and Security Topics of theSBAAccounting Standar
Cadification. The Fair Value Measurements and Disgte Topic defines fair value, establishes a fiaonk for
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measuring fair value under GAAP and requires cerdéclosures about fair value measurements. Rdirevis defined as the price that wc
be received to sell an asset or paid to transli@abdity (an exit price) in the principal or moativantageous market for the asset or liabilityr
orderly transaction between market participantshenmeasurement date. Valuation techniques usetetsure fair value must maximize
use of observable inputs and minimize the use observable inputs. GAAP describes a fair valueanry based on the following three ley
of inputs, of which the first two are consideredetvable and the last unobservable, that may lbtoseeasure fair value:

Level 1 — Quoted prices in active markets for identical assetiabilities.

Level 2 — Inputs other than Level 1 that are observablegeidlirectly or indirectly, such as quoted pricesdimilar asset
or liabilities; quoted prices in markets that aret mactive; or other inputs that are observable an be
corroborated by observable market data for sukiathnthe full term of the assets or liabilities.

Level 3 — Unobservable inputs that are supported by littl@@market activity and that are significant to thie value of
the assets or liabilities.

As of March 31, 2013 and 2014, our financial asseetie measured at fair value employing level 1 iapu

Stock-Based CompensatiokiVe have historically issued stock options andrietet! stock awards to our employees, executivicet
and directors. During fiscal 2014, we changed oaglterm equity incentive grant policy so that onlytriesed shares are currently issue
employees. We adopted the provisions of ASC Tiinpensation — Stock Compensatiovhich requires us to expense the estimated &dire
of employee stock options and similar awards basethe fair value of the award on the date of gr@aimpensation costs for options grau
are recognized in earnings, net of estimated fonfes, on a straight-line basis over the requssteice period.

The fair value of each option for financial repogtipurposes was estimated on the date of grang tisenBlack-Scholes optigoricing
model with the following assumptions used for gsant

Fiscal Year Ended March 31,

2012 2013 2014
Weighted average expected term 5.7 years 5.5 years 4.1 years
Risk-free interest rate 1.5% 0.8% 0.8%
Expected volatility 70.0% 72.5% — 74.4% 73.3%
Expected forfeiture rate 15.1% 21.4% 20.3%

The Black-Scholes option-pricing model requiresube of certain assumptions, including fair vakspected term, riskee interest rat
expected volatility, expected dividends, and expedbrfeiture rate to calculate the fair value tofck-based payment awards.

We estimated the expected term of our stock opti@sed on the vesting term of our options and eggdexxercise behavior.

Our risk-free interest rate was based on the irdplield available on United States treasury zsyopon issues as of the option grant
with a remaining term approximately equal to thpested life of the option.

We determined volatility based upon the historioakket price of our common share price.

Since the closing of our IPO in December 2007, weehsolely used the closing sale price of our comisitares as reported by
national securities exchange on which we weredistethe date of grant to establish the exercige @f our stock options.

We recognized stockased compensation expense under ASC 718 of $lli8mfor fiscal 2012, $1.2 million for fiscal 2018nd $1.
million for fiscal 2014. As of March 31, 2014, $3rillion of total total stocksased compensation cost was expected to be reeaghizu
over a weighted average period of 5.1 years. We&x4p recognize $1.1 million of stotlased compensation expense in fiscal 2015 bas
our stock options and restricted stock awards antkhg as of March 31, 2014. This expense willéase further to the extent we have gral
or will grant, additional stock options in the freu

Common Stock WarrantsAs of March 31, 2014, warrants were outstandingurchase a total of 38,980 shares of our commumrk st
weighted average exercise prices of $2.25 per sfihese warrants were valued using a Bl&ckoles option pricing model with the follow
assumptions: (i) contractual terms of five yeaiiyweighted average riskee interest rates of 4.35% to 4.62%; (iii) expectolatility rangin
between 50% and 60%; and (iv) dividend yields of 0%
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Accounting for Income Taxe#s part of the process of preparing our consatiddinancial statements, we are required to deterrau
income taxes in each of the jurisdictions in whiel operate. This process involves estimating otwahcurrent tax expenses, together
assessing temporary differences resulting fromgeition of items for income tax and accounting msgs. These differences result in defe
tax assets anfiabilities, which are included within our consaligd balance sheet. We must then assess the dikdlithat our deferred t
assets will be recovered from future taxable incame, to the extent we believe that recovery islikety, establish a valuation allowance.
the extent we establish a valuation allowance oreiase this allowance in a period, we must retl@istincrease as an expense within the
provision in our statements of operations.

Our judgment is required in determining our pramisfor income taxes, our deferred tax assets amdities, and any valuation allowar
recorded against our net deferred tax assets. Wi&ae to monitor the realizability of our deferred assets and adjust the valuation allow
accordingly. For fiscal 2012, we determined thabluation allowance against our net state defeladissets was necessary in the amot
$428,000 due to our state apportioned income amgdtential expiration of state tax credits du¢hi carryforward periods. For fiscal 20
we determined that a full valuation allowance agaour net federal and our net state deferred sagta was necessary in the amount of
million due to our cumulative three year taxablssks. For fiscal 2014, we reversed $2.3 millioowfvaluation reserve to offset deferred
liabilities created by the acquisition of Harris. tnaking these determinations, we considered alllahle positive and negative evider
including projected future taxable income, tax piag strategies, recent financial performance amdesship changes.

We believe that past issuances and transfers oftoak caused an ownership change in fiscal 2087affected the timing of the use
our net operating loss carryforwards, but we do bteve the ownership change affects the use efithh amount of the net operating I
carryforwards. As a result, our ability to use oet operating loss carryforwards attributable te pleriod prior to such ownership chang
offset taxable income will be subject to limitat®im a particular year, which could potentiallyuksn increased future tax liability for us.

As of March 31, 2014, we had net operating lossyf@mwards of approximately $19.6 million for feéétax purposes and $15.8 mill
for state tax purposes. Included in these lossyftawards were $3.5 million for federal and $4.5llion for state tax expenses that w
associated with the exercise of nualified stock options. The benefit from our npemting losses created from these compensaticeneg
has not yet been recognized in our financial statemand will be accounted for in our shareholdeggliity as a credit to additional paid-in-
capital as the deduction reduces our income taagahpe. We first recognize tax benefits from curneeriod stock option expenses age
current period income. The remaining current peffame is offset by net operating losses undettdakdaw ordering approach. Under -
approach, we will utilize the net operating losBem stock option expenses last.

We also had federal tax credit carryforwards ob%nd state tax credit carryforwards of $0.8, whaoh fully reserved for as part of |
valuation allowance. Both the net operating lossestax credit carryforwards will begin to expireviarying amounts between 2020 and 2
We recognize penalties and interest related tortaiogax liabilities in income tax expense. Pdealand interest were immaterial as of the
of adoption and are included in unrecognized taxelits. Due to the existence of net operating brss$ credit carryforwards, all years si
2002 are open to examination by tax authorities.

By their nature, tax laws are often subject torjmtetation. Further complicating matters is thathose cases where a tax position is
to interpretation, differences of opinion can résaldiffering conclusions as to the amount of tenefits to be recognized under Finar
Accounting Standards Board (FASB) Accounting Stadsla&Codification (ASC) 740ncome Taxes ASC 740 utilizes a twstep approach f
evaluating tax positions. Recognition (Step 1) esauhen an enterprise concludes that a tax positiased solely on its technical merits
more likely than not to be sustained upon exanmomatMeasurement (Step 2) is only addressed if Stegs been satisfied. Under Step 2, th
benefit is measured as the largest amount of hedefiermined on a cumulative probability basig thanore likely than not to be realized u
ultimate settlement. Consequently, the level oflemce and documentation necessary to support egmogrior to being given recognition
measurement within the financial statements is tiemaf judgment that depends on all available ena. As of March 31, 2014, the bale
of gross unrecognized tax benefits was approximai@l2 million, all of which would reduce our effae tax rate if recognized. We belie
that our estimates and judgments discussed hemeireasonable, however, actual results could diffbich could result in gains or losses
could be material.

Recent Accounting Pronouncements
See Note B -Summary of Significant Accounting Policies to owwcampanying audited consolidated financial stateéméor a ful

description of recent accounting pronouncementsudting the respective expected dates of adoptioth expected effects on results
operations and financial condition.

ltem 7A Quantitative and Qualitative Disclosure About Market Risk

Market risk is the risk of loss related to changemarket prices, including interest rates, foreemchange rates and commodity pric
that may adversely impact our consolidated findrmmaition, results of operations or cash flows.
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Inflation. Our results from operations have not historicaégi, and we do not expect them to be, materiaigcsdd by inflation.

Foreign Exchange RiskWe face minimal exposure to adverse movementsreign currency exchange rates. Our foreign cuyréosse
for all reporting periods have been nominal.

Interest Rate RiskOur investments consist primarily of investmemnismoney market funds and certificate of depositil&Vthe
instruments we hold are subject to changes inittanéial standing of the issuer of such securitiessdo not believe that we are subject to
material risks arising from changes in interestésatoreign currency exchange rates, commodityepriequity prices or other market cha
that affect market risk sensitive instrumentsslour policy not to enter into interest rate derixafinancial instruments. As a result, we do
currently have any significant interest rate expesu

As of March 31, 2014 $1.5 million of our $6.6 million of outstandingldt was at floating interest rates. An increas&.0% in the prim
rate would result in an increase in our interepiesmse of approximately $15,000 per year.

Commodity Price Risk.We are exposed to certain commodity price risksoeiated with our purchases of raw materials,
significantly our aluminum purchases. We have autydocked pricing for our specialty reflectiveuatinum requirements through the en
calendar year 2014 and for our ngpecialty aluminum requirements through Novembelrd2@\ hypothetical 10% fluctuation in alumin
prices would have an impact of $0.4 million on éags in fiscal 2014. Additionally, we recycle legaldID fixtures and recover the salvay
scrap value which we believe provides a raw mdtecdast hedge as commodity prices change.

Credit Risk. Credit risk refers to the potential for econortoss arising from the failure of our customers teemtheir contractu
agreements. Our financing program, the Orion Thinpud) Agreement, or OTA, is an installment basednpayt plan for our customers. T
financing program subjects us to credit risk asrmedit decisions or customer defaults could tesuihcreases to our allowances for dout
accounts and/or writeffs of accounts receivable and could have matadakrse effects on our results of operations ar@h€ial condition. |
fiscal 2012, we entered into debt agreements femptirpose of funding certain OTA contracts wheremgntain ownership of the contra
We did not enter into any debt agreements duriscafi2013 and 2014 for the purpose of financing @®bAtracts. We currently utilize th
party equipment finance companies for the purpdé$eraling virtually all of our OTA projects and eagt to continue to do so in the future.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Board of Directors and Stockholders
Orion Energy Systems, Inc.

Manitowoc, Wisconsin

We have audited the accompanying consolidated balaheets of Orion Energy Systems, Inc. as of Maigi2014 and 2013 and the rel:
consolidated statements of operations and compsaleimcome, shareholdersuity, and cash flows for each of the three yeathe perio
ended March 31, 2014. In connection with our audfitthe financial statements, we have also auditethcial statement schedule I, Valuat
and Qualifying Accounts for each of the three yedarshe period ended March 31, 2014. These findrati@ements and schedule are
responsibility of the Company’management. Our responsibility is to expresspnian on these financial statements and schedased o
our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBiogUnited States). Those stand.
require that we plan and perform the audit to obtaasonable assurance about whether the finastiééments are free of mate
misstatement. An audit also includes examiningadest basis, evidence supporting the amounts matbsures in the financial stateme
assessing the accounting principles used and &ignifestimates made by management, as well asatira the overall presentation of
financial statements and schedules. We believeotiradudits provide a reasonable basis for ouriopin

In our opinion, the consolidated financial statetaeneferred to above present fairly, in all materéspects, the financial position of Or
Energy Systems, Inc. at March 31, 2014 and 2018, tlaa results of its operations and its cash flfavseach of the three years in the pe
ended March 31, 2014n conformity with accounting principles generadlgcepted in the United States of America.

Also, in our opinion, the financial statement salled, when considered in relation to the basic cliaeted financial statements taken
whole, present fairly, in all material respectg thformation set forth therein.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@united States), Orion Enel
Systems, Inc.'s internal control over financialaeimg as of March 31, 2014, based on criterialdistaed inInternal Control - Integratec

Framework (1992issued by the Committee of Sponsoring Organizatairthe Treadway Commission (COSO) and our repatrédi June 1
2014 expressed an unqualified opinion thereon.

/s/ BDO USA, LLP
Milwaukee, Wisconsin

June 13, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Board of Directors and Stockholders
Orion Energy Systems, Inc.

Manitowoc, Wisconsin

We have audited Orion Energy Systems, Biinternal control over financial reporting as oafdh 31, 2014, based on criteria establish
Internal Control- Integrated Framework (1992sued by the Committee of Sponsoring Organizatifrike Treadway Commission (the CC
criteria). Orion Energy Systems, InE€management is responsible for maintaining effedtiternal control over financial reporting and fts
assessment of the effectiveness of internal cowotret financial reporting, included in the accomyag “ltem 9A, Management’ Report o
Internal Control Over Financial Reporting”. Our pessibility is to express an opinion on the companipnternal control over financ
reporting based on our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversight @ nited States). Those stand:
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditideld obtaining an understanding of internal cordgrar financial reporting, assessing the
that a material weakness exists, and testing aatli@ing the design and operating effectivenedatefnal control based on the assessed
Our audit also included performing such other pdoces as we considered necessary in the circunestaWe believe that our audit provide
reasonable basis for our opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranagiregthe reliability of financi:
reporting and the preparation of financial stateimidor external purposes in accordance with gelyeealcepted accounting principles
companys internal control over financial reporting inclgddose policies and procedures that (1) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoasizations of management :
directors of the company; and (3) provide reasanalssurance regarding prevention or timely deteatiounauthorized acquisition, use
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢taisstatements. Also, projections of
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégjbecause of changes in conditions, o
the degree of compliance with the policies or pdoces may deteriorate.

As indicated in the accompanying Item 9A, ManagetasdReport on Internal Control over Financial Repg, managemerd’ assessment
and conclusion on the effectiveness of internatrobmover financial reporting did not include theernal controls of Harris Manufacturing, |
and Harris LED, LLC (“the acquired subsidiariesi)hich were acquired on July 1, 2013 and which actuded in the consolidated bala
sheet of Orion Energy Systems, Inc. as of March2B14, and the related consolidated statementperfations, shareholderstjuity and cas
flows for the year then ended. The acquired sulsel constituted 11% and 1% of total assets ahégssets, respectively, as of March
2014, and 11% of revenues for the year then erdadagement did not assess the effectiveness ahaiteontrol over financial reporting
the acquired subsidiaries because of the timinthefacquisitions which were completed on July 1132®ur audit of internal control o\
financial reporting of Orion Energy Systems, Intsoadid not include an evaluation of the internahttol over financial reporting of t
acquired subsidiaries.

In our opinion, Orion Energy Systems, Inc. maingginin all material respects, effective internaitcol over financial reporting as of March
2014, based on the COSO criteria

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@wnited States), the consolids
balance sheets of Orion Energy Systems, Inc. aglath 31, 2014 and 2013, and the related conselidatatements of operations
comprehensive income, shareholdemuity, and cash flows for each of the three yaatke period ended March 31, 2014 and our repateic
June 13, 2014 expressed an unqualified opinioretmer

/s/ BDO USA, LLP

Milwaukee, Wisconsin

June 13, 2014
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Assets
Cash and cash equivalents
Short-term investments

ORION ENERGY SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

Accounts receivable, net of allowances of $900 $884

Inventories, net
Deferred contract costs

Prepaid expenses and other current assets

Total current assets
Property and equipment, net
Long-term inventory
Goodwill
Other intangible assets, net
Long-term accounts receivable
Other long-term assets
Total assets
Liabilities and Shareholders’ Equity
Accounts payable
Accrued expenses and other
Deferred revenue, current
Current maturities of long-term debt
Total current liabilities

Long-term debt, less current maturities

Deferred revenue, long-term
Other long-term liabilities
Total liabilities

Commitments and contingencies (See Note G)

Shareholders’ equity:

Preferred stock, $0.01 par value: Shares authar&®000,000 shares at March 31, 2013 and 2014; no

shares issued and outstanding at March 31, 201264
Common stock, no par value: Shares authorized0RO)00 at March 31, 2013 and 2014; shares

issued: 30,498,900 and 31,001,683 at March 31, 2683014; shares outstanding: 20,162,397 anc

21,588,326 at March 31, 2013 and 2014

Additional paid-in capital

Treasury stock: 10,336,503 and 9,413,357 commoresla March 31, 2013 and 2014

Shareholder notes receivable
Retained deficit
Total shareholders’ equity

Total liabilities and shareholders’ equity

49

March 31,
2013 2014
14,37¢ % 17,56¢
1,021 47C
18,397 15,09¢
14,31 11,79(
2,11¢ 742
2,46¢ 4,67:
52,69( 50,34
27,94° 23,13t
12,40¢ 10,60°
— 4,40¢
1,70¢ 7,551
5,06¢ 1,96¢
2,27¢ 931
102,09 $ 98,94(
7770 % 8,53(
5,45 4,59
2,94¢ 614
2,597 3,45(
18,77: 17,19:
4,10¢ 3,151
1,25¢ 1,31¢
18¢ 27C
24,32¢ 21,92¢
128,10« 130,76t
(38,379 (35,81
(265) (50
(11,697 (17,89
77,76¢ 77,01:
102,09° 98,94(
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ORION ENERGY SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE INCOME

(in thousands, except share and per share amounts)

Product revenue
Service revenue
Total revenue
Cost of product revenue
Cost of service revenue
Total cost of revenue
Gross profit
Operating expenses:
General and administrative
Acquisition and integration related expenses
Sales and marketing
Research and development
Total operating expenses
Income (loss) from operations
Other income (expense):
Interest expense
Gain on sale of OTA contract receivables
Interest income
Total other income
Income (loss) before income tax
Income tax expense (benefit)

Net income (loss) and comprehensive income (loss)
Basic net income (loss) per share attributabletornon shareholder:$
Weighted-average common shares outstanding

Diluted net income (loss) per share

Weighted-average common shares and share equivaletstanding

Fiscal Year Ended March 31,

2012 2013 2014
90,78: $ 72,60 $ 71,95
9,78( 13,48: 16,66¢
100,56: 86,08t 88,62:
62,84 49,55 54,42:
7,68: 9,80¢ 11,22(
70,52+ 59,35¢ 65,64
30,03¢ 26,73( 22,98(
11,39¢ 13,94¢ 14,95:

— — 81¢
15,59¢ 17,12¢ 13,52:
2,51¢ 2,25¢ 2,02€
29,51¢ 33,33 31,32:

527 (6,604) (8,349
(551) (567) (481)

32 — —

85C 84t 567

331 27¢ 86

852 (6,326) (8,257)

37C 4,07: (2,05¢)

48 $ (10,399 $ (6,199)
0.0z $ (050 $ (0.30)

22,953,03 20,996,62 20,987,96.
0.0: $ (050 $ (0.30)

23,386,52 20,996,62 20,987,96.
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ORION ENERGY SYSTEMS, INC. AND SUBSIDIARIES
STATEMENT OF SHAREHOLDERS’ EQUITY

(in thousands, except share amounts)

Shareholders’ Equity

Common Stock

Balance, March 31, 2011
Issuance of stock and warrants for services
Exercise of stock options and warrants for cash

Shares issued under Employee Stock Purchase Plan

Tax expense from exercise of stock options
Collection of shareholder notes receivable
Stock-based compensation

Treasury stock purchase

Net income

Balance, March 31, 2012

Issuance of stock and warrants for services
Exercise of stock options and warrants for cash
Shares issued under Employee Stock Purchase F
Tax benefit from exercise of stock options
Collection of shareholder notes receivable
Stock-based compensation

Treasury stock purchase

Net loss

Balance, March 31, 2013

Issuance of stock and warrants for services
Stock activity for acquisition

Exercise of stock options and warrants for cash
Shares issued under Employee Stock Purchase F
Tax benefit from exercise of stock options
Collection of shareholder notes receivable
Stock-based compensation

Treasury stock purchase

Net loss

Balance, March 31, 2014

Additional Shareholder Retained Total
Paid-in Treasury Notes Earnings Shareholders’

Shares Capital Stock Receivable (Deficit) Equity
22,89380 $ 124,13 $ (31,709 $ (199 ¢ a,77¢ $ 90,45t
29,30¢ 85 — — — 85
103,411 147 — — — 147
37,03¢ 13z (22) (84) — 27
— 98¢ — — — 98¢
— — — 56 — 56
— 1,267 — — — 1,267
(278,300 — (740 — — (740
— — — — 482 488
22,78525 $ 126,75. $ (32,470 $ 221y $ (1,299 $ 92,76¢
33,42: 71 — — — 71
20,00( 45 — — — 45
47,59¢ 1 94 (82 — 13
— 70 — — — 70
— — — 38 — 38
— 1,16¢ — — — 1,164
(2,723,88) — (6,002 — — (6,002
— — — — (10,399 (10,399
20,162,39 $ 128,100 $ (38,37) $ (265) $ (11,69) $ 77,76¢
33,64 12¢ — — — 12¢
940,94( — 2,38 — — 2,38:
446,05¢ 1,152 — — — 1,152
2,37: 4 10 — — 6
— 13 — — — 13
— — — 21t — 21E
23,08« 1,59¢ — — — 1,59:
(20,16%) — (48) — — (48)
— — — — (6,199 (6,199
21,588,322 $ 130,98 $ (36,039 $ 50 $ (17,89) $ 77,01:
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ORION ENERGY SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Operating activities
Net income (loss)
Adjustments to reconcile net income (loss) to rehcprovided by
operating activities:

Depreciation
Amortization
Stock-based compensation expense
Accretion of fair value on contingent consideration
Deferred income tax (benefit) expense
Loss on sale of property and equipment
Provision for inventory reserves
Provision for bad debts
Other

Changes in operating assets and liabilities, nehahges from acquisitions:

Accounts receivable, current and long-term
Inventories, current and long-term
Deferred contract costs
Prepaid expenses and other current assets
Accounts payable
Accrued expenses and other
Deferred revenue, current and long-term
Net cash provided by operating activities
Investing activities
Cash paid for acquisition, net of cash acquired
Purchase of property and equipment
Purchase of property and equipment leased to cessoumder PPAs
Purchase of short-term investments
Sale of short-term investments
Additions to patents and licenses
Proceeds from sales of property, plant and equipmen
Net cash used in investing activities
Financing activities
Payment of long-term debt
Proceeds from long-term debt
Proceeds from repayment of shareholder notes
Repurchase of common stock into treasury
Excess tax benefits from stock-based compensation
Deferred financing costs
Proceeds from issuance of common stock
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental cash flow information:
Cash paid for interest
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Fiscal Year Ended March 31,

2012 2013 2014
$ 48 $ (10,399 $ (6,199
3,981 4,32: 3,79¢
25E 25¢ 74C
1,267 1,16¢ 1,59:
— — 11
(755) 4,15¢ (2,129
132 69 1,73¢
167 85¢ 1,99t
56€ 757 174

85 71 12¢
3,36¢ 2,49¢ 8,39¢
(1,53¢) 2,88( 3,96-
7,39€ 75 1,37¢
(2,025) 1,31¢ (1,079
1,817 (6,527) (762)
841 2,221 (1,575)
(4,547) (1,45¢) (2,279
11,49¢ 2,261 9,901
— — (4,992
(4,329 (2,159 (410
©) — —
) ©) 4

— — 55¢
(224) (159) (43)
24 46 80
(4,537) (2,27)) (4,812
(1,856) (3,169) (3,229
5,98¢ 38C —
56 38 21F
(740) (6,007) —
98¢ 70 13
(124) — (19)
174 63 1,12¢
4,48¢ (8,625) (1,895)
11,45: (8,63%) 3,19:
11,56( 23,01 14,37¢
$ 23017 $ 1437¢ $ 17,56t
$ 48t $ 53t $  42¢
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Cash paid for income taxes

Supplemental disclosure of non-cash investing anéthfincing activities:

Shares issued from treasury for shareholder notivable
Shares returned to treasury in satisfaction ofivatée
Acquisition related contingent consideration lidipil
Acquisition financed through debt

Common stock issued for acquisition
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ORION ENERGY SYSTEMS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE A — DESCRIPTION OF BUSINESS
Organization

The Company includes Orion Energy Systems, IncWisconsin corporation, and all consolidated sulasids. The Company is
developer, manufacturer and seller of lighting andrgy management systems and a seller and iradegfatenewable energy technologie
commercial and industrial businesses, predominamtorth America.

See Note | “Segment Reporting” of these finandialesnents for further discussion of the Compargpertable segments.

The Company's corporate offices and primary marufacg operations are located in Manitowoc, Wis@n$he operations facility
Plymouth, Wisconsin was classified as an asset feeldale and was sold in May 2014. See Note K 88ghent Events" of these finan
statements for further discussion. The Companyekadfice space in Green Cove Springs, Florida Jauksonville, Florida. The Compe
leases office space for a sales office locatedexas.

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidatior

The consolidated financial statements include tbeoants of Orion Energy Systems, Inc. and its whoWned subsidiaries. /
significant intercompany transactions and balames® been eliminated in consolidation.

Reclassifications
Where appropriate, certain reclassifications weaglerto prior years' financial statements to conftmritne current year presentation.

Use of Estimates

The preparation of financial statements in confoymiith Generally Accepted Accounting Principles,@AAP, requires managemen
make estimates and assumptions that affect theteghamounts of assets and liabilities and discexssof contingent assets and liabilities a
date of the financial statements and reported amsoofhrevenues and expenses during that reportmigpgh Areas that require the use
significant management estimates include revencegrétion, inventory obsolescence and bad debtrvesgaccruals for warranty expen
income taxes and certain equity transactions. Atingty, actual results could differ from those ewttes.
Cash and Cash Equivalents

The Company considers all highly liquid, short-tenwestments with original maturities of three ntfaor less to be cash equivalents.

Short-Term Investments

The amortized cost and fair value of short-ternestinents, with gross unrealized gains and lossesf Blarch 31, 2013 and 20ivkere
as follows (in thousands):

March 31, 2013

Amortized Unrealized Unrealized Cash and Cash Short-Term

Cost Gains Losses Fair Value Equivalents Investments
Money market funds $ 487 $ — — 3 487 $ 487 $ —
Bank certificate of deposit 1,021 — — 1,021 — 1,021
Total $ 150¢ $ — — 8 1,50¢ $ 487 $ 1,021

March 31, 2014

Amortized Unrealized Unrealized Cash and Cash Short-Term
Cost Gains Losses Fair Value Equivalents Investments

Monev market fund % 48F & — % — % 48¢ & 48¢ & —




Bank certificate of deposit 47C — — 47C — 47C

Total $ 95¢ $ — $ — 3 95¢ $ 48¢ $ 47C
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As of March 31, 2013 and 2014 , the Comparfinancial assets described in the table above werasured at cost which approxim
fair value due to the short-term nature of the gtrreent (level 1 inputs).

Fair Value of Financial Instruments

The Company'’s financial instruments consist of ¢astortterm investments, accounts receivable, accountabpayaccrued expen:
and other and long-term debt. The carrying amoaftie Companys financial instruments approximate their respecfair values due to t
relatively short-term nature of these instrumeaotdn the case of lonterm, because of the interest rates currently abkslto the Company 1
similar obligations. Valuation techniques used teasure fair value must maximize the use of obsévimiputs and minimize the use
unobservable inputs. GAAP describes a fair valeganchy based on the following three levels of tapof which the first two are conside
observable and the last unobservable, that magée to measure fair value:

Level 1 — Valuations are based on unadjusted quatieds in active markets for identical assetsafilities.

Level 2 —Valuations are based on quoted prices for simsaets or liabilities in active markets, or quoteidgs in markets that are |
active for which significant inputs are observalgi¢her directly or indirectly.

Level 3 —Valuations are based on prices or valuation teclesighat require inputs that are both unobservabtk significant to tt
overall fair value measurement. Inputs reflect ng@naents best estimate of what market participants wosklin valuing the asset or liabil
at the measurement date.

Accounts Receivabl

Substantially all of the Comparsyaccounts receivable are due from companies indhemercial, industrial and agricultural industrias
well as wholesalers. Credit is extended based oevatuation of a customerfinancial condition. Generally, collateral is metjuired for en
users; however, the payment of certain trade adsowteivable from wholesalers is secured by ircabte standby letters of credit ant
guarantees. Accounts receivable are generally dienw0 - 60 days. Accounts receivable are stated at the antben€ompany expects
collect from outstanding balances. The Company iges/for probable uncollectible amounts througtharge to earnings and a credit tc
allowance for doubtful accounts based on its assessof the current status of individual accouB@lances that are still outstanding after
Company has used reasonable collection effortsveteen off through a charge to the allowance foulitful accounts and a credit to acco
receivable.

Financing Receivables
The Company considers its lease balances includedrisolidated current and lotgrm accounts receivable from its Orion Throug
Agreement, or OTA, sales-type leases to be fingncateivables. Additional disclosures on the crediality of the Companyg’ financing

receivables are as follows:

Age Analysis as (March 31, 2013 (in thousands):

1-90 days Greater than 90 Total sales-type
Not Past Due past due days past due Total past due leases
Lease balances included in consolidated accc
receivable—current $ 2811 % 97 $ 151 $ 248 % 3,06¢
Lease balances included in consolidated accounts
receivable—long-term 4,00¢ — — — 4,00¢
Total gross sales-type leases 6,82¢ 97 151 24¢ 7,07¢
Allowance — — (74) (74) (74
Total net sales-type leases $ 6,82¢ $ 97 $ 77 % 174 $ 7,00(
Age Analysis as (March 31, 2014 (in thousands):
1-90 days Greater than 90 Total sales-type
Not Past Due past due days past due Total past due leases
Lease balances included in consolidated accc
receivable—current $ 2061 $ 137 $ 14¢  $ 28¢ $ 2,35:
Lease balances included in consolidated accounts
receivable—long-term 1,66 — — — 1,66:

Total gross saletype lease: 3,72¢ 137 14¢ 28€ 4,01¢



Allowance (©)] (©)] (88) (91) (94)

Total net sales-type leases $ 3,72¢ % 134 % 61 $ 195§ 3,921
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Allowance for Credit Losses on Financing Receiva

The Company’s allowance for credit losses is basedmanagemers’ assessment of the collectability of customer agto A
considerable amount of judgment is required in otdanake this assessment including a detailedyaisabf the aging of the lease receiva
and the current credit worthiness of the Companystomers and an analysis of historical bad debts aiher adjustments. If there i
deterioration of a major customertredit worthiness or actual defaults are highanthistorical experience, the estimate of thewvei@bility of
amounts due could be adversely affected. The Coyngaiews in detail the allowance for doubtful agats on a quarterly basis and adjust:
allowance estimate to reflect actual portfolio pemfance and any changes in future portfolio perforoe expectations. The Company beli
that there is no impairment of the receivabledliersales-type leases. The Company’s provisiowfite-offs and credit losses against the C
sales-type lease receivable balances in fiscal 20diFiscal 2014 , respectively, was as follows:

Balance at Provisions Balance at
beginning of charged to Write offs end of
period expense and other period
March 31, (in Thousands)
2013 Allowance for Doubtful Accounts on financing recables $ 24 % 50 $ — $ 74
2014 Allowance for Doubtful Accounts on financing recalbles $ 74 $ 9% $ 76 % 94

Inventories

Inventories consist of raw materials and componesush as ballasts, metal sheet and coil stocknaoided parts; work in proce
inventories, such as frames and reflectors; andhi@d goods, including completed fixtures and systeand wireless energyanagemei
systems and accessories, such as lamps, meteggoamal supplies. All inventories are stated at theer of cost or market value with ¢
determined using the first-in, firstat (FIFO) method. The Company reduces the carryaige of its inventories for differences betwehe
cost and estimated net realizable value, takimg éonsideration usage in the preceding 9 tond#ths, expected demand, and other inform
indicating obsolescence. The Company records dsaege to cost of product revenue the amount reguivereduce the carrying value
inventory to net realizable value. As of March 20,13 and 2014 , the Company had inventory obsabesceeserves of $2.3 million ag@.t
million , respectively.

Costs associated with the procurement and warempui inventories, such as inbound freight charged purchasing and receiv
costs, are also included in cost of product revenue

Inventories were comprised of the following (in tisands):

March 31, 2013 March 31, 2014

Raw materials and components $ 7,29C % 6,89/
Work in process 84¢ 88(
Finished goods 6,171 4,01¢
$ 14,317 ¢ 11,79(

Deferred Contract Cost

Deferred contract costs consist primarily of thestsoof products delivered, and services perforntlbd; are subject to additiol
performance obligations or customer acceptancesd lieferred contract costs are expensed at thettineelated revenue is recogni:
Deferred costs amounted to $2.1 million and $0.fanias of March 31, 2013 and March 31, 2014 peetively.

Prepaid Expenses and Other Current Ass

Prepaid expenses and other current assets comsisrity of prepaid insurance premiums, prepaicetise fees, purchase depo
advance payments to contractors, unbilled reveptepaid taxes and miscellaneous receivables. Rrepgienses and other current as
includes $1.6 million and $2.8 million of unbilledtcounts receivable as of March 31, 2013 and Mai¢l2014, respectively. Prepaid expen
and other current assets also includes $1.0 mithbassets held for sale as of March 31, 208&e Note K "Subsequent Events" for fur
discussion.

Property and Equipmen

Property and equipment are stated at cost. Expeedifor additions and improvements are capitalinddle replacements, maintena
and repairs which do not improve or extend thesligbthe respective assets are expensed as incBnguerties sold, or otherwise dispose!



are removed from the property accounts, with gaimssses on disposal credited or charged to indoome operations.
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The Company periodically reviews the carrying valoé property and equipment for impairment in adaoce with ASC 36(Rroperty
Plant and Equipmer, if events or changes in circumstances indicadé tie assets may be impaired. The estimated futwlescounted ca
flows expected to result from the use of the assetstheir eventual disposition are compared toadsetscarrying amount to determine i
write down to market value is required. No writenhs were recorded in fiscal 2012 or 2013 . In fi@G14 , an impairment charge $0.2
million was recorded.

Property and equipment were comprised of the faligwjin thousands):

March 31, 2013 March 31, 2014

Land and land improvements $ 1562 $ 1,48(
Buildings 15,91¢ 14,40t
Furniture, fixtures and office equipment 11,99¢ 10,71
Leasehold improvements 58 46
Equipment leased to customers under Power Pur&wsements 4,997 4,997
Plant equipment 10,62( 10,10:
Construction in progress 91 60

45,24 41,80
Less: accumulated depreciation and amortization (17,299 (18,669
Net property and equipment $ 27,947 % 23,13t

The Company has no equipment under capital leases.

Depreciation is provided over the estimated uskfek of the respective assets, using the strdigatmethod. The Company recor:
depreciation expense of $4.0 million , $4.3 milliand $3.8 million for the years ended March 31,2012013 and 2014 respectively
Depreciable lives by asset category are as follows:

Land improvements 10-15 years

Buildings and building improvements 3-39 years

Leasehold improvements Shorter of asset life or life of lease
Furniture, fixtures and office equipment 2-10 years

Equipment leased to customers under Power Pur&wsements 20 years

Plant equipment 3-10 years

No interest was capitalized for construction ingyess during fiscal 2013 or fiscal 2014 .

Goodwill and Other Intangible Assets

The costs of specifically identifiable intangiblssats that do not have an indefinite life are aireditover their estimated useful liv
Goodwill and intangible assets with indefinite Bvare not amortized. Goodwill and intangible asséth indefinite lives are reviewed 1
impairment annually, as of January 1, or more feedly if impairment indicators arise. Amortizablgangible assets are amortized over
estimated economic useful life to reflect the pattef economic benefits consumed based upon th@afimlg lives and methods:

Patents 10-17 years Straight-line

Licenses 7-13 years Straight-line

Customer relationships 5-8 years Accelerated based upon the pattern of economicfit@eensumed
Developed technology 8 years Accelerated based the pattern of economic benefits consumed
Non-competition agreements 5 years Straight-line

Indefinite lived intangible assets are evaluatadpfatential impairment whenever events or circumsta indicate that the carrying ve
may not be recoverable based primarily upon whetikpected future undiscounted cash flows are sefffido support the asset recovery. If
actual useful life of the asset is shorter thanastimated life estimated by us, the asset mayebkendd to be impaired and accordingly a write
down of the value of the asset determined by adisied cash flow analysis or shorter amortizatieriqo may be required.
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The change in the carrying value of goodwill durfisgal 2014 was as follows (in thousands):

Balance at March 31, 2013 $ —
Acquisition of Harris 4,40¢
Balance at March 31, 2014 $ 4,40¢

The components of, and changes in, the carryinguataf other intangible assets were as followshausands):

March 31, 2013 March 31, 2014

Accumulated Accumulated

Gross Carrying Amount Amortization Gross Carrying Amount Amortization
Patents $ 2,35¢ $ (649 $ 2,36z $ (789
Licenses 58 (58 58 (58)
Trade name and trademarks — — 1,94 —
Customer relationships — — 3,60( (53%)
Developed technology — — 90C (19
Non-competition agreements — — 10C (15)
Total $ 2,41¢ $ (707) % 8,96: $ (1,417

As of March 31, 2014 , the weighted average uddéubf intangible assets was 7.3 yeaiihe estimated amortization expense for
of the next five years is shown below (in thousands

Fiscal 2015 $ 1,35(
Fiscal 2016 1,22(
Fiscal 2017 877
Fiscal 2018 602
Fiscal 2019 42¢
Thereafter 1,13¢

$ 5,60¢

Amortization expense is set forth in the followitadple:

Fiscal Year Ended March 31,

2012 2013 2014

Amortization included in cost of sales:

Patents $ 13¢ $ 13¢  $ 13t
Total $ 13¢ $ 13 $ 13t
Amortization included in operating expenses:

Customer relationships $ — % — % 53t
Developed technology — — 19
Non-competition agreements — — 15
Total — — 56¢
Total amortization $ 3¢ $ 13 $ 704

The Company’s management periodically reviews #eymg value of intangible assets for impairmantite-offs recorded in fisc
2012, 2013 and 2014 were $19,000 , $0 and $45,68pectively.
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Long-Term Receivables

The Company records a long-term receivable fornitve-current portion of its salégpe capital lease OTA contracts. The receivat
recorded at the net present value of the futurk flaw/s from scheduled customer payments. The Compaes the implied cost of capital fr
each individual contract as the discount rate.

Also included in other longerm receivables are amounts due from a third garynce company to which the Company has soldyowi
recourse, the future cash flows from OTAs entergd with customers. Such receivables are recorti¢heapresent value of the future c
flows discounted between 8.8% and 11.0% . As ofdda1, 2014 the following amounts were due from the thirdtpdinance company
future periods (in thousands):

Fiscal 2015 $ 95¢E
Fiscal 2016 30¢
Fiscal 2017 9
Total gross financed receivable 1,27:
Less: amount above to be collected during the h2xhonths (95%)
Less: amount representing interest (107)
Total net long-term receivable $ 211

Long-Term Inventories

The Company records long-term inventory for the-nomrent portion of its wireless controls inventofjhe inventories are stated at
lower of cost or market value with cost determinsthg the FIFO method.

Other Long-Term Assets

Other long-term assets include long-term securipagits, prepaid licensing costs, deferred costa flongterm contract, and defert
financing costs. Other long-term assets include, (888 and $33,000 of deferred financing costs aslafch 31, 2013 and March 31, 2014
respectively. Deferred financing costs relateddbtdssuances are amortized to interest expensetlwdife of the related debt issue ( 1110
years). For the years endMarch 31, 2012 , 2013 and 2014 , the amortizatias $62,000 , $42,000 and $40,000 , respectively.

Accrued Expenses and Oth

Accrued expenses include warranty accruals, aconseges and benefits, accrued vacation, accrued ¢tegés, accrued commissio
customer deposits, accrued acquisition liabilites;rued project costs, sales tax payable and w#rgrus unpaid expenses. Accrued expe
include $1.3 million and $0.0 million of accruedrganization and settlement costs as of March 8132nd March 31, 2014respectively
and $0.7 million and $1.0 million of accrued prajeosts as of March 31, 2013 and March 31, 20&4pectively.

The Company generally offers a limited warrantyoo& year on its lighting products in addition togl standard warranties offerec
major original equipment component manufacturet® fanufacturersivarranties cover lamps and ballasts, which areifsignt componen
in the Company’s lighting products. Included in etHong-term liabilities is $0.1 millioffior warranty reserves related to solar operi
systems.

Changes in the Company’s warranty accrual werelasifs (in thousands):

March 31,
2013 2014
Beginning of year $ 84 $ 284
Provision to product cost of revenue 40z 30C
Charges (202) (321)
End of year $ 284 $ 26°

Incentive Compensatiol

The Companys compensation committee approved an ExecutiveaFiéear 2012 Annual Cash Incentive Program unde2@®04 Stoc
and Incentive Awards Plan which became effectivefaday 21, 2011. The plan provided for performabesed stock option awards rang
in fair value from 13-15% of the fiscal 2012 basdases of the Company’'named executive officers. The range of fiscal2ftancia



performance-based bonus guidelines under the apgrplan began if the Company achieved all of thieweng: a minimum of$115.(
million in revenue, a minimum of $4.9 million intniecome and a minimum of $4.9
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million in free cash flow. Free cash flow was defined ah dbow from operations less cash flow used forghechase of property, plant ¢
equipment. Additionally, if the Company’s perforncanwas greater than 12086 the targets, a cash performance bonus paymeheamne
that would range from 124% of the fiscal 2012 base salaries. Based up®netults for the year ended March 31, 2012, thagamy did nc
accrue any expense related to this plan.

The Companys compensation committee approved an ExecutiveaFiéear 2013 Annual Cash Incentive Program unde2@®04 Stoc
and Incentive Awards Plan which became effectiveofadune 14, 2012. The plan provided for perforneannd discretionary cash bo
payments ranging from 25-100% of the fiscal 2018ecbsalaries of the Compasyiamed executive officers and other key employBes.plai
provided for bonuses to be paid out on the basih@fachievement in fiscal 2013 of (i) target raxemf $119 millionand/or (ii) target ni
income of $3.7 million Revenue and net income were selected as therperice measures for the cash bonus program betteysever
viewed as the most critical elements to increa#firegvalue of the Company's common stock and, the¥efo the Company's enterprise vé
The compensation committee established a targetdhas a percentage of base salary for each ofathed executive officers. If the Compi
achieved 90% of either or both the revenue andnoeime targets ( $107 million in revenue or $3.38iom in net income), then the nan
executive officers would have received 5@¥their target bonus for that element. If eitherboth of the target revenue or net income
exceeded, the named executive officers would lagtbédi to earn up to two times their target bonustiat element based on a sliding sca
up to 150%of the target revenue or net income. As descriledovly this plan was superseded by a new plan inelber 2012, and, therefc
the Company did not accrue any expense relatddg@ian.

Effective November 9, 2012, the Compasmompensation Committee approved a new incenéish bonus program for the second
of fiscal 2013 in replacement of the then exisfiisgal 2013 incentive bonus program described abdfie new incentive cash bonus prog
provided a cash bonus opportunity to named exeeuwfficers and other key employees based on thep@oys relative achievement, in 1
second half of fiscal 2013, of target operatingome (before bonuses and other extraordinary oruatutems) and target cost containn
initiatives. Under the new program, 50% of the ¢arponus payments were based on the Comparsfative achievement of its c
containment target of $1.48 million for the secdvadf of fiscal 2013. For every $1.00 of cost contaént achieved, a bonus pool %8.16"
would be earned, up to a maximum total bonus pb$Rd7,000 for all employees. The other 56¢the target bonus payments would be b
on the Company achieving operating income (beforabes and other extraordinary or unusual item$p60,000or the second half of fisc
2013. For every $1.00 of operating profit achieveedhonus pool of $0.50 would be earned, up to ammanx total bonus pool of $247,006r
all employees. Based upon the results for the geded March 31, 2013, the Company accrued the nuaiexpense related to this plan.

The Companys compensation committee approved an ExecutiveaFéear 2014 Annual Cash Incentive Program unde®04 Stoc
and Incentive Awards Plan which became effectivefadday 13, 2013. The plan provided for performapash bonus payments ranging f
35-100% of the fiscal 2014 base salaries of the izom’'s named executive officers and other key employBes.plan provided for bonuses
be paid out on the basis of the achievement irafi2014 of at least (i) $2.0 million of profit beéotaxes and (ii) revenue of at [e&88.(
million . Based upon the results for the year endadch 31, 2014, the Company did not accrue anges@ related to this plan.

Revenue Recognitio

Revenue is recognized on the sales of our lighdimd) related energy efficiency systems and produben the following four criteria a
met:

1. persuasive evidence of an arrangement e

2. delivery has occurred and title has passed touk®met

3. the sales price is fixed and determinable and ntbédu obligation exists; al

4. collectability is reasonably assur

These four criteria are met for the Company’s pobauly revenue upon delivery of the product and fiessing to the customer. At t
time, the Company provides for estimated costs ithay be incurred for product warranties and sadésrms. Revenues are presented n
sales tax and other sales related taxes.

For sales of the Comparsy’lighting and energy management technologies, istimg of multiple elements of revenue, such
combination of product sales and services, the Gowygletermines revenue by allocating the totalreahtrevenue to each element base
their relative selling prices in accordance withG\805-25 Revenue Recognition - Multiple Element Arrangemehtsuch circumstances,
Company uses a hierarchy to determine the sellileg o be used for allocating revenue to delivisib(1) vendospecific objective eviden

(VSOE) of fair value, if available, (2) thindarty evidence (TPE) of selling price if VSOE ist lawailable, and (3) best estimate of the se
price if neither VSOE nor TPE is available (a dgg@n as to how the Company determined estimagdithg price is provided below).
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The nature of the Comparsymultiple element arrangements for the sale digtging and energy management technologies idaino &
construction project, with materials being delivkr@nd contracting and project management activdsirring according to an installat
schedule. The significant deliverables includeshi@ment of products and related transfer of #tid the installation.

To determine the selling price in multipddement arrangements, the Company establishegliimgprice for its HIF lighting and ener
management system products using management'ssstasiate of the selling price, as VSOE or TPE doess exist. Product revenue
recognized when products are shipped. For prodwenue, management's best estimate of selling jgridetermined using a cost plus g
profit margin method. In addition, the Company melsoin service revenue the selling price for itstaflation and recycling services us
managemens best estimate of selling price, as VSOE or TP&sdwmt exist. Service revenue is recognized wherices are completed a
customer acceptance has been received. Recyclivigese provided in connection with installation @&hthe disposal of the customgiegac
lighting fixtures. The Compang’service revenues, other than for installation r@egcling that are completed prior to deliverytioé produc
are included in product revenue using managemddst estimate of selling price, as VSOE or TPE&sduot exist. These services incl
comprehensive site assessment, site field veiidicautility incentive and government subsidy magragnt, engineering design, and prc
management. For these services, along with the @oyp installation and recycling services, undemaltiple-element arrangeme
managemens$ best estimate of selling price is determined dystering several external and internal factocduiling, but not limited t
economic conditions and trends, customer demamgngrpractices, margin objectives, competitionographies in which the Company off
its products and services and internal costs. ®terchination of estimated selling price is madeulgh consultation with and approval
management, taking into account all of the preagéhetors.

For sales of solar photovoltaic systems, whichgaeerned by customer contracts that require the gaom to deliver functioning sol
power systems and are generally completed withieetho 15months from the start of construction, the Compeegognizes revenue frc
fixed price construction contracts using the pet@age-of-completion method in accordance with ASG-88, ConstructionType an
Productior-Type Contracts Under this method, revenue arising from fixecc@rconstruction contracts is recognized as wonseigormer
based upon the percentage of incurred costs tmastil total forecasted costs. The Company hasndigked that the appropriate methoc
measuring progress on these sales is measuredebyeticentage of costs incurred to date of the tstimated costs for each contrac
materials are installed. The percentageafipletion method requires revenue recognition ftbendelivery of products to be deferred anc
cost of such products to be capitalized as a d=derost and current asset on the balance sheeCdinpany performs periodic evaluation
the progress of the installation of the solar pholimic systems using actual costs incurred ovel testimated costs to complete a pro
Provisions for estimated losses on uncompletedractst if any, are recognized in the period in \whike loss first becomes probable
reasonably estimable.

The Company offers a financing program, called aior©Throughput Agreement, or OTA, for a customd€ase of the Comparg/’
energy management systems. The OTA is structured salesype lease and upon successful installation of Syem and custon
acknowledgment that the system is operating asfigmbaevenue is recognized at the Compamet investment in the lease, which typical
the net present value of the future cash flows.

The Company offers a financing program, called weyopurchase agreement, or PPA, for the Compgargnewable energy prod
offerings. A PPA is a supply side agreement for glemeration of electricity and subsequent salehto énd user. Upon the custonser’
acknowledgment that the system is operating asifsggbproduct revenue is recognized on a montldgid over the life of the PPA contri
which is typically in excess of 10 years.

Deferred revenue relates to advance customerdsllimvestment tax grants received related to Piisa separate obligation to proy
maintenance on OTAs and is classified as a lighitih the Consolidated Balance Sheet. The fair valiehe maintenance is reac
determinable based upon pricing from thuakty vendors. Deferred revenue related to maimemaervices is recognized when the service
delivered, which occurs in excess of a year afterdriginal OTA contract is executed.

Shipping and Handling Cost

The Company records costs incurred in connectigh shipping and handling of products as cost ofipob revenue. Amounts billed
customers in connection with these costs are irclud product revenue.

Advertising

Advertising costs of $117,000 , $111,000 and $28,ap fiscal 2012 , 2013 and 2014respectively, were charged to operation
incurred.

Research and Developme

The Company expenses research and developmentsasisurred.
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Income Taxes

The Company recognizes deferred tax assets anititiégsbfor the future tax consequences of temppuwdifferences between financ
reporting and income tax basis of assets and iliglsii measured using the enacted tax rates ans éaqpected to be in effect when
temporary differences reverse. Deferred incomestaiso arise from the future tax benefits of opegaloss and tax credit carryforwards
valuation allowance is established when managen®tetmines that it is more likely than not thataalb portion of a deferred tax asset will
be realized. For the fiscal year ended March 31420the Company recorded a valuation allowanc$008 million against its deferred t
assets.

ASC 740,Income Taxes also prescribes a recognition threshold and nmreasent attribute for the financial statement redigm anc
measurement of tax positions taken or expectecettaken in a tax return. For those benefits todmegnized, a tax position must be more
likely-thannot to be sustained upon examination. The Compasyclassified the amounts recorded for uncertairb&mefits in the balan
sheet as other liabilities (nanirent) to the extent that payment is not antieipgavithin one year. The Company recognizes pe&salin
interest related to uncertain tax liabilities it@me tax expense. Penalties and interest are imaladed are included in the unrecognized
benefits.

Deferred tax benefits have not been recognizednfayme tax effects resulting from the exercise ofi-qualified stock options. The
benefits will be recognized in the period in whitle benefits are realized as a reduction in taxgslge and an increase in additional paid-
capital. Realized tax benefits (expense) from tter@se of stock options were $989,000 , $70,0@D%&8,000 for the fiscal years 2012012
and 2014 , respectively.

Stock Option Plan

The Company’s shareased payments to employees are measured at liadér asad are recognized in earnings, net of estithiatdeitures
on a straight-line basis over the requisite serpegod.

Cash flows from the exercise of stock options asylfrom tax benefits in excess of recognized clative compensation costs (exc
tax benefits) are classified as financing cash $lokor the years ended March 31, 2012 , 2013 aftd 26989,000 , $70,000 and $13,000
respectively, of such excess tax benefits weresifiad as financing cash flows.

The Company uses the Black-Scholes opfidning model. The Company calculates volatilityséad upon the historical market price
its common stock. The risk-free interest rate esrdte available as of the option date on zgngpon U.S. Government issues with a rema
term equal to the expected term of the option. &mected term is based upon the vesting term oftrmpanys options and expected exer:
behavior. The Company has not paid dividends inphst and does not plan to pay any dividends infaheseeable future. The Comp.
estimates its forfeiture rate of unvested stockrde@ased on historical experience.

The fair value of each option grant in fiscal 202013 and 2014 was determined using the assunsgtighe following table:

Fiscal Year Ended March 31,

2012 2013 2014
Weighted average expected term 5.7 year 5.5 year 4.1 year
Risk-free interest rate 1.5% 0.8% 0.8%
Expected volatility 70.(% 72.5-74.4% 73.2%
Expected forfeiture rate 15.1% 21.2% 20.2%

Net Income (Loss) per Common Sha

Basic net income (loss) per common share is comdphbte dividing net income (loss) attributable to eoon shareholders by t
weighted-average number of common shares outstguialirihe period and does not consider common stqcivalents.
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Diluted net income (loss) per common share refl¢iogs dilution that would occur if warrants and $tamptions were exercised ¢
restricted shares vested. In the computation otetil net income (loss) per common share, the Coynpses the “treasury stockiiethod fo
outstanding options, warrants and restricted sh@ibsted net loss per common share is the santesig net loss per common share fol
years ended March 31, 2013 éMarch 31, 2014 , because the effects of potentdiliytive securities are andiilutive. The effect of net incor
(loss) per common share is calculated based umofollowing shares (in thousands except share atapun

Fiscal Year Ended March 31,

2012 2013 2014

Numerator:
Net income (loss) (in thousands) $ 48z $ (10,399 $ (6,199
Denominator:
Weighted-average common shares outstanding 22,953,03 20,996,62 20,987,96
Weighted-average effect of assumed conversionooksiptions and warrants 433,48t — —
Weighted-average common shares and share equivaletstanding 23,386,52 20,996,62 20,987,96
Net income (loss) per common share:

Basic $ 0.0z $ (050 $ (0.30)

Diluted $ 0.0z $ (050 $ (0.30)

The following table indicates the number of potalfidilutive securities as of the end of each qari

March 31,
2012 2013 2014
Common stock options 3,697,63: 3,312,52: 2,716,31
Restricted shares — 105,00( 539,20:
Common stock warrants 38,98( 38,98( 38,98(
Total 3,736,61. 3,456,50: 3,294,50:

Concentration of Credit Risk and Other Risks and thkrtainties

The Companys cash is deposited with five financial institusod\t times, deposits in these institutions excégedamount of insuran
provided on such deposits. The Company has notriexped any losses in such accounts and belieagsttis not exposed to any signific
risk on these balances.

The Company previously depended on one suppliea faumber of components necessary for its produatkiding ballasts and lam
Purchases from this supplier accounted for 14%otai ttost of revenue in fiscal 201Zurrently, the Company has been able to obtaia¢
components from multiple suppliers. For fiscal 2@h8 2014 , no supplier accounted for more than @Débtal cost of revenue.

In fiscal 2012 and 2013 , there were no customers imdividually accounted for greater than 10% efenue. In fiscal 2014 gne
customer accounted for 23% of revenue.

As of March 31, 2013 and March 31, 2014 , no cusismaccounted for more than 10% of accounts relsleiva

Recent Accounting Pronouncemen

In July 2013, the Financial Accounting Standardsulo("FASB") issued Accounting Standards Update 2013-11 ("ASU 2013:1"),
“Presentation of an Unrecognized Tax Benefit Wheaded Operating Loss Carryforward, a Similar Tlaoss, or a Tax Credit Carryforwa
Exists." ASU 2013411 requires an entity to present an unrecognizedéaefit, or a portion of an unrecognized tax lfignim the financia
statements as a reduction to the deferred tax &wmsatnet operating loss carryforward, a simika toss, or a tax credit carryforward.
provisions of ASU 20131 are effective for fiscal years, and interim pds within those years, beginning after December208.3. Th
Company is currently evaluating the impact of AS112-11.

In May 2014, FASB issued ASU 20D9, "Revenue from Contracts with Customers.” ThiSUAis a comprehensive new reve
recognition model that requires a company to reizsgrevenue to depict the transfer of good or ses/io a customer at an amount that ref
the consideration it expects to receive in exchdogéhose goods or services. This ASU is effectoreannual reporting periods beginning €
December 15, 2016 and early adoption is not pezthithccordingly, the Company will adopt this ASU April 1, 2017. Companies may |
either a full retrospective or modified retrospeetapproach to adopt
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this ASU and management is currently evaluatingctvhiransition approach to use. The Company is ntlyrevaluating the impact of AS
2014-09.

NOTE C — ACQUISITION

On July 1, 2013, the Company acquired all of theitggnterests of Harris Manufacturing, Inc. andriig LED, LLC(collectively
"Harris"). Harris was a Floridhased lighting company which engineered, desigsedrced and manufactured energy efficient ligt
systems, including fluorescent and LED lightingusioins, and day-lighting products.

The acquisition of Harris expanded the Companytdpet lines, including a patent pending LED lightiproduct designed f
commercial office buildings, increased its salasdoand provided growth opportunities into markeltere the Company had previously
had a strong presence, specifically, new constmgtetail store fronts, commercial office and goweent.

The acquisition was consummated pursuant to a Stk Unit Purchase Agreement, dated as of May 223 2("Purchas
Agreement”), by and among Harris, the shareholdeid members of Harris ("Harris Shareholders"), #m Company. The acquisiti
consideration paid to the Harris Shareholders vedised under the Purchase Agreement at an aggreig@i®.0 million, plus an adjustment
approximately $0.2 million to reflect the Compangtjuisition of net working capital in excess diegeted amount, plus an additio8.€
million for the contingent consideration earn-oatue assigned to ncemployee Harris shareholders. The aggregate atiquisionsideratio
was paid through a combination of $5.0 million ashk, $3.1 million in a thregear unsecured subordinated promissory note anigghance «
856,997shares of unregistered Company common stock. Fpopas of the acquisition and the acquisition aersition, the shares of comn
stock issued in the acquisition of Harris were edlat $2.3%er share, which was the average closing share pecreported on the NY.
MKT for the 45 trading days preceding and thdr22ling days following the execution of the PureéhAgreement. For purposes of applying
purchase accounting provisions of ASC 8BGsiness Combinationghe shares of common stock issued in the actpnisitere valued &2.41
per share, which was the closing sale price ofGbenpany's common stock as reported on the NYSE MKThe July 1, 2013, date
acquisition.

On October 21, 2013, the Company executed a latperement amending the Purchase Agreement. Tke dgfteement establishe
fixed future consideration of $1.4 million for thgeviously existing earnut component of the Purchase Agreement and eltednthe
requirement that certain revenue targets must biexaed. Under the letter agreement, on Januar@®4,2he Company issued $0.6 millipor
83,943shares, of the Company's unregistered common sidekfixed consideration was determined based tip@rexisting share calculati
at a fair value of $3.80 per common share. On Jgn2ig2015, the Company will pay $0.8 milliam cash to settle all outstanding obligati
related to the earn-out component of the Purchageement.

Total revenues and ptex loss from Harris since the date of acquisitiocluded in the accompanying consolidated statesnel
income for the year ended March 31, 2014 were 88lltbn and $(0.5) million , respectively. Includéuthe $0.5 million loss is $0.6 millioof
expense for intangible amortization and $0.3 millad expense for compensation related to deferoedideration. The Company incurrgd.t
million in acquisition and integration related costs forridaduring the year ended March 31, 2014, whiatiuded contingent considerati
legal, accounting and other integration relateccasps.

The Purchase Agreement contained customary repedigers and warranties, as well as indemnificatbtigations, and limitatior
thereon, by the Company and the Harris Shareholders
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The following table summarizes the consideratioid ja the Harris Shareholders and the preliminay ¥alue allocation of tt
purchase price (in thousands):

Consideration paid to Harris Shareholders:

Cash $ 5,00(
Seller provided debt 3,12¢
Shares of Company common stock 2,06t
Contingent consideration arrangement 612
Total consideration paid $ 10,80:
Cash and cash equivalents $ 8
Accounts receivable, net 2,21t
Inventories 1,63:
Other current assets 86
Property, plant and equipment 117
Deferred tax asset 141
Identifiable intangible assets:
Customer relationships 3,60(
Non-competition agreement 10C
Developed technology 90C
Trade name and trademarks 1,90C
Accounts payable (1,519
Deferred tax liabilities (2,269)
Accrued and other liabilities (52€)
Total identifiable net assets 6,392
Goodwill 4,40¢
$ 10,80:

Prior to the amendment discussed above, the camtingonsideration arrangement required the Companyay the Harr
Shareholders up to $1.0 million unregistered shares of the Company's commolik sfoan Harris' achievement of certain revenue rokes
in calendar year 2013 and/or 2014, and, in the casertain Harris Shareholders who became emptopédehe Company, their contint
employment by the Company. The potential undiscadim@mount of all future payments that the Companycchave been required to m.
under the contingent consideration arrangementbetseen $0 and $1.0 million . The Company reco®@é million for the noremploye:
Harris Shareholder portion of the contingent coastion liability on the acquisition date. Totalntiogent consideration of $0.5 millidior
employee Harris Shareholders will be recorded aspemsation expense through the end of calendar. Z0ddng the year ended March
2014, the Company expensed $0.3 million in compénsaxpense.

As part of the preliminary purchase price allogatithe Company determined that the separatelyifaédié intangible assets acqui
consisted of customer relationships, developednt@olgy, trademarks and trade names, andawnpetition agreements. The fair value ol
acquired identifiable intangible assets and thedgdlbin the table above are provisional pendingnpbetion of the final valuations for thc
assets. All of the intangible asset value was assigo the Company's Energy Management segment.

The separately identifiable intangible assets aeduihat do not have an indefinite life are amediover their estimated econol
useful life to reflect the pattern of economic bigseconsumed based upon the following lives anthoas:

Customer relationships 5-8 years Accelerated based upon the pattern of economicfiteeensumed
Developed technology 8 years Accelerated based tie pattern of economic benefits consumed
Non-competition agreements 5 years Straight-line

Trade name and trademarks N/A Indefinite life

The Company used the income approach to valueusimer relationships, developed technology andawonpetition agreemen
This approach calculates the fair value by disdogrthe forecasted aftéax cash flows for each intangible asset back poesent value at .
appropriate risk-adjusted rate of return. The flatdhese analyses was the cash flow estimates used
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to price the transaction. Fair value estimatesbaseed on a complex series of judgments about f@veats and uncertainties and rely he:
on estimates and assumptions.

In estimating the useful lives of the acquired &sssthe Company considered ASC 350-30-G®&neral IntangiblesOther Tha
Goodwill, and reviewed the following factors: the expeatsé by the combined company of the assets acqulredsxpected useful life
another asset (or group of assets) related todheired assets, legal, regulatory or other contedgirovisions that may limit the useful life
an acquired asset, the effects of obsolescenceardtntompetition and other economic factors, amdl¢iwvel of maintenance expenditt
required to obtain the expected future cash flowsnfthe assets. The Company will amortize thesangible assets over their estimi
economic useful lives.

The goodwill of $4.4 milliorarising from the Harris acquisition consists laygef the synergies and economies of scale expédmiet
combining operations, and, to a lesser extenta#sembled workforce of Harris. All of the goodwilas assigned to the Company's En
Management segment. None of the acquired goodwékpected to be deductible for tax purposes.

The following unaudited pro forma condensed comdbimesults of operations for the years ended Marth 2913 and 201
respectively, are based on the historical finansiatements of the Company and Harris giving effedhe business combination as if it
occurred at the beginning of the period presentdekrefore, this pro forma data has been adjustemidode amortization of purchas
intangible assets and interest on the promissotgy aelivered as part of the purchase price dutiegentire applicable periods. Additionally,
tax benefit of $2.3 milliorrecorded during the year ended March 31, 2014 wasnated and the tax benefit was recorded durhmg ytea
ended March 31, 2013. This data is not necessadigative of the results of operations that wobikdie been generated if the transactior
occurred at the beginning of the respective periddisreover, this data is not intended to be indveabf future results of operations
thousands, other than per share data).

Acquisition of Harris Pro Forma Results of Operatims
Fiscal Year Ended March 31,

2013 2014
Revenue 102,19¢ 92,86¢
Net loss available to common shareholders (7,489 (9,117
Loss per share:
Basic (0.36) (0.43)
Diluted (0.36) (0.4%)

The supplemental pro forma results above exclugebanefits that may result from the acquisition tlusynergies that are expec
to be derived from the elimination of any dupligaticosts. In addition, the pro forma results fa yiear ended March 31, 2014 was adjust
exclude non-recurring aggregate acquisition-relatests of $0.2 million that were incurred in 2013.

NOTE D — RELATED PARTY TRANSACTIONS

During fiscal 2012 and 2013 , the Company purchagmadds and services from an entity in the amouht$46,000 and $40,000
respectively, for which a director of the Compaeyves as a member of the board of directors. Duigual 2014, the Company purchas
goods and services from an entity in the amour§i28X000, for which a director of the Company serves asirgority owner and chairman
the board of directors.

NOTE E — LONG-TERM DEBT

Long-term debt as of March 31, 2013 and 2014 ctetsisf the following (in thousands):

March 31,
2013 2014
Term note $ 26z $ =
Harris seller's note — 2,62
Customer equipment finance notes payable 4,40¢ 2,331
First mortgage note payable 694 607
Debenture payable 721 67t
Other long-term debt 62C 364
Total long-term debt 6,70¢ 6,601
Less current maturities (2,599 (3,450

Long-term debt, less current maturities $ 4,10¢ $ 3,151
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Revolving Credit Agreemer

The Company has an amended credit agreement (Chgditement) with JP Morgan Chase Bank, N.A. (JP ddoj. TheCredit
Agreement provides for a revolving credit facil{@redit Facility) that matures on August 30, 20Bérrowings under the Credit Facility i
limited to $15.0 million, subject to a borrowing base requirement wherothistanding principal balance of loans under thed&acility it
greater than $5.0 million . Such commitment inckide$2.0 million sublimit for the issuance of lestef credit. As of March 31, 2014the
Company had no outstanding letters of credit. Threxee no loans outstanding under the Credit Agreeras of March 31, 2013 ddarch 31
2014. In August 2013, the Company completed an additiamendment to extend the maturity date of thedi€iegreement to August 2
2014, and made certain changes to the financia@maws, which are described below.

The Credit Agreement requires the Company to miirftaa ratio of total liabilities to tangible natorth not to exceed 0.50 1.00 as ¢
the last day of any fiscal quarter, (ii) averagdydanencumbered liquidity of at least $20.0 milliduring each period of three consecu
business days, (iii) a debt service coverage matigreater than 1.28 1.00 as of the last day of any fiscal quarted éim) a funded debt
EBITDA ratio of less than 2.8 1.0 as of the last day of any fiscal quartere Tnedit Agreement also contains certain restrstion the abilit
of the Company to make capital or lease expenditorer prescribed limits, incur additional indelrtests, consolidate or merge, guara
obligations of third parties, make loans or advandeclare or pay any dividend or distribution tansitock, redeem or repurchase shares
stock or pledge assets. The Company was not in lcamep with its debt service coverage ratio andutsled debt to earnings before intel
taxes, depreciation and amortization, or EBITDAvamants in the Credit Agreement as of March 314201 he Company received a wai
from JP Morgan for the covenant defaults.

The Credit Agreement is secured by a first prioggcurity interest in the Compasyaccounts receivable, inventory and gel
intangibles, and a second priority security intenreshe Company equipment and fixtures. All OTAs, PPAs, leasepply agreements and
similar agreements relating to solar PV and wintdbine systems or facilities, as well as all acceuriceivable and assets of the Com,
related to the foregoing, are excluded from theses| except to the extent the Company electsimfie any such assets with JP Morgan.

Borrowings under the Credit Agreement bear inteoased on LIBOR plus an applicable margin (Applieddargin), which ranges fro
2.0% to 3.0%per annum based on the Company's debt serviceagmeatio from time to time. The Company must pdgearanging betwe:
0.25% and 0.50%er annum on the average daily unused amount oftadit Facility (with the amount of such fee basadthe Company
debt service coverage ratio from time to time) arfée in the amount of the Applicable Margin on daéy average face amount of undr:
issued letters of credit. The fee on unused amasntsived if the Company or its affiliates maimtdunds on deposit with JP Morgan o1
affiliates above a specified amount. The deposégtiold requirement was met as of March 31, 2014 .

Harris Seller's Note

On July 1, 2013, the Company issued an unsecurégdwrordinated promissory note in the principal ammf $3.1 millionto partially
fund the acquisition of Harris. The note is incldde the table above as Harris seller's note. Tdte hears interest at the rate of g& annun
Principal and interest are payable quarterly aechibte matures in July 2016.

Customer Equipment Finance Notes Payable

In September 2010, the Company entered into aagreement with a financial institution that proddbe Company with $2.4 millioo
fund completed customer contracts under the Compa@y A finance program. In February 2011, the Corypsoid a portion of the OT
contracts collateralizing the note to a third patwipment finance company. Accordingly, the Conypaapaid $1.3 milliorof the outstandir
note balance and recorded a prepayment penalt33D80. This note is included in the table above as enstoequipment finance no
payable. The note is collateralized by the OTAtelzequipment and the expected future monthly paysnender the supporting Irdividual
OTA customer contracts. The note bears interest%atand matures in September 2015. The note agreemelndés certain prepaym
penalties and a covenant that the Company maiatdeast $5 milliorin cash liquidity. The Company was in compliancéhwéll covenants
the note agreement as of March 31, 2014 .

In March 2011, the Company entered into a noteeageat with a financial institution that providecetG@ompany with $0.9 millioto
fund completed customer contracts under the Conipa@YA finance program. This note is included in thisle above as customer equipn
finance notes payable. The note is collateralizethb OTArelated equipment and the expected future montiynents under the support
three individual OTA customer contracts. The natarb interest at 7% and requires monthly paymdr2@900through April 2015. The no
agreement includes certain prepayment penaltieaamvenant that the Company maintain at least #lsmin cash liquidity. The Compa
was in compliance with all covenants in the noteeament as of March 31, 2014 .

In June 2011, the Company entered into a note agneewith a financial institution that provided tBempany with $2.8 milliorto func
completed customer contracts under the Company fdiBince program. This note is included in thedadbove

67




Table of Contents

as customer equipment finance notes payable. The isocollateralized by the OTrelated equipment and the expected future mo
payments under the supporting 40 individual OTAtraets. The note bears interest at 7.85% matures in April 2016. The note agreet
includes a debt service covenant with respecteocstipporting OTA contracts that the aggregate amofuall remaining scheduled payme
due with respect to the individual OTA contractsiog less than 1.2® 1.0 of the remaining principal and interest payts due under the loi
As of March 31, 2014 the Company was in compliamite the debt service covenant.

In September 2011, the Company entered into atcagdeement with JP Morgan that provided the Compéth up to $5.0 milliortha
was immediately available to fund completed custooeatracts under its OTA finance program. Thiglitragreement is included in the te
above as customer equipment finance notes payabéeCompany had one year from the date of the commenit to borrow under the cre
agreement, which expired on September 30, 2018darborrowings. As of March 31, 2014 , the Comphag $0.9 millionoutstanding und
the credit agreement. The loan amount is colldmdlby the OTArelated equipment and the expected future monthiyments under tl
supporting 34 individual OTA customer contractseTdurrent loan amount under the credit agreememtshiaterest at LIBOR plus 4%nc
matures in December 2016. In August 2013, the Compampleted an amendment to the credit agreemaking certain changes to -
financial covenants requiring the Company to man(g average daily unencumbered liquidity of @as$t $20.0 milliorduring each period
three consecutive business days and (ii) a debitseroverage ratio of greater than 1t@3.00 as of the last day of any fiscal quartet @ii) a
funded debt to EBITDA ratio of less than 2661.0 as of the last day of any fiscal quartere Qompany was not in compliance with its
service coverage ratio ath its funded debt to earnings before interest, daxkepreciation and amortization, or EBITDA, covelsaas c
March 31, 2014 . The Company received a waiver fifhMorgan for the covenant defaults.

Term Note

The Companys term note was satisfied in full in February 20Afounts outstanding under the note were secured figst securit
interest and first mortgage in certain lotegm assets and a secondary interest in inventodyagcounts receivable and a secondary ge
business security agreement on all assets.

First Mortgage Note Payable

The Company’s first mortgage note payable has tardast rate of prime plus 2.25% (effective rates@&0% at March 31, 2014 anc
requires monthly payments of principal and intergs$10,000through December 2014. This note is included in tii#e above as fit
mortgage note payable. The mortgage is securedflsgtanortgage on the Compaisymanufacturing facility. The mortgage includestaie
prepayment penalties and various restrictive comsnavith which the Company was in compliance allafch 31, 2014 .

Debenture Payabls

The Company’s debenture payable was issued byfiedribevelopment Company at an effective interagt of 4.94% The balance
payable in monthly principal and interest paymenits$8,000through December 2024 and is guaranteed by Unitatess Small Busine
Administration 504 program. This payable is incldde the table above as debenture payable. The @intlme was collateralized by a sec
mortgage on the manufacturing facility.

Other Long-Term Debt

In November 2007, the Company completed a Wisco@simmunity Development Block Grant with the lociy government to provic
financing in the amount of $750,000r the purpose of acquiring additional producteguipment. This loan is included in the table abas
other long-term debt. The loan has an interestab#e9%and is collateralized by the related equipment. [bae requires monthly payments
$11,000 through December 2014.

In September 2010, the Company entered into aagreement with the Wisconsin Department of Comm#vaeprovided the Compa
with $0.3 million to fund the Comparg/rooftop solar project at its Manitowoc manufaictgrfacility. This note is included in the tableose
as other long-term debt. The note is collateraliagdhe related solar equipment. The note alloveedvfio yearswithout interest accruing
principal payments due. Beginning in July 2012, iieée bears interest at 2% and requires monthlynpays of $4,600 The note matures
June 2017. The note agreement requires the Compangintain a certain number of jobs at its Maniboviacilities during the note’duratior
The Company was in compliance with all covenanthé@note agreement as of March 31, 2014 .

In January 2011, the Company amended its NovemBer 2Visconsin Community Development Block Granthwihe local cit
government to provide the Company with $0.2 milltorfund equipment at its Manitowoc facility. Thizah is included in the table above
other long-term debt. The amendment to the loareagent is collateralized by the related equipmEné loan bears interest at 2.1125%
requires monthly payments of $3,6@@rough December 2014. The amendment to the loaeeagnt requires the Company to create
maintain a certain number of jobs at its Manitoviaailities during the note’ duration. The Company was in compliance wittcallenants i
the loan agreement as of March 31, 2014 .
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Other longterm debt consists of a promissory note from tretesgovernment to provide working capital and eopgipt for thi
development of daylighting technologies. The natsécured by the related equipment. The loan betm®st at 2.0%nd requires month
payments of $3,400 through November 2015.

Aggregate Maturities

As of March 31, 2014 , aggregate maturities of kergn debt were as follows (in thousands):

Fiscal 2015 $ 3,45(
Fiscal 2016 1,88¢
Fiscal 2017 738
Fiscal 2018 70
Fiscal 2019 59
Thereafter 40t

$ 6,601

NOTE F — INCOME TAXES

The total provision (benefit) for income taxes detssof the following for the fiscal years ending thousands):

Fiscal Year Ended March 31,

2012 2013 2014
Current $ 52C $ (180 $ 19
Deferred (150 4,25: (2,077
$ 37C $ 407 $ (2,05¢)

2012 2013 2014
Federal $ 292 % 3,80 % (1,830
State 78 27C (22¢)
$ 37C $ 4,07: $ (2,05¢)

A reconciliation of the statutory federal income tate and effective income tax rate is as follows:

Fiscal Year Ended March 31,

2012 2013 2014
Statutory federal tax rate 34.C% 34.C% 34.C%
State taxes, net 9.2% 2.3% 2.8%
Federal tax credit (11.6% 3.2% 0.€%
State tax credit (5.9% (0.5% 0.4%
Change in valuation reserve 5.£% (111.79% (10.29%
Permanent items 10.C% 2.3% (2.9%
Change in tax contingency reserve 0.€% 3.4% (0.3%
Other, net 0.€% 1.9% 0.2%
Effective income tax rate 43.2% (64.9% 24.C%
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The net deferred tax assets and liabilities repoite the accompanying consolidated financial statets include the followir
components (in thousands):

March 31,
2013 2014
Inventory, accruals and reserves $ 2,09C $ 1,44¢
Other 13€ 13¢
Deferred revenue 33¢ 44
Valuation allowance (2,569 (1,629
Total net current deferred tax assets and liadsliti $ — % —
Federal and state operating loss carryforwards 2,691 6,23:
Tax credit carryforwards 1,42¢ 1,49¢
Non-qualified stock options 2,29¢ 2,541
Deferred revenue 27 23
Fixed assets (1,909 (1,889
Intangible assets — (2,125
Valuation allowance (4,539 (6,28))
Total net long-term deferred tax assets and ligdsli $ — % —
Total net deferred tax assets $ — % —

The Company is eligible for tax benefits associatéith the excess of the tax deduction availableewercises of nonualified stoc
options, or NQSOs, over the amount recorded attgfdne amount of the benefit is based upon thenalié deduction reflected in the applic:
income tax return. Benefits of $1.0 million , $7W00and $13,000 were recorded in fiscal 2012 , fig643 and fiscal 2014respectively, as
reduction in taxes payable and a credit to addifipaid in capital based on the amount that wdizedi in the current year.

As of March 31, 2014 , the Company has federabpetating loss carryforwards of approximately $1®i8ion , of which$3.5 millior
are associated with the exercise of NQSOs that havget been recognized by the Company in itsnfire statements. The Company alsa
state net operating loss carryforwards of approtetye15.8 million , of which $4.5 milliomre associated with the exercise of NQSOs.
Company also has federal tax credit carryforwarfdspproximately $1.5 million and state tax credits50.8 million. For the fiscal year end
March 31, 2014 , the Company has recorded a valualiowance of $7.9 millionequaling the net deferred tax asset due to thertainty o
its realization value in the future. The Companysiders future taxable income and ongoing prudedtfaasible tax planning strategie:
assessing the need for the valuation allowancthdrevent that the Company determines that therdeféax assets are able to be realize
adjustment to the deferred tax asset would incremsene in the period such determination is made.

Generally, a change of more than 50% in the owngrshthe Company's stock, by value, over a threeryperiod constitutes an owners
change for federal income tax purposes as definderuSection 382 of the Internal Revenue Code. fesalt, the Company's ability to use
net operating loss carryforwards, attributablehi® period prior to such ownership change, to oftsedble income can be subject to limitati
in a particular year, which could potentially re¢salincreased future tax liability for the Compamyre Company does not believe an ownel
change affects the use of the full amount of thieoperating loss carryforwards. There was no litiatathat occurred for fiscal 201, 2fisca
2013, or fiscal 2014 .

The Company records its tax provision based orré¢bpective tax rules and regulations for the jucisshs in which it operates. Whe
the Company believes that a tax position is supitet for income tax purposes, the item is includedheir income tax returns. Whu
treatment of a position is uncertain, a liabilisyrecorded based upon the expected most likelyomédaking into consideration the techn
merits of the position based on specific tax refjuts and facts of each matter. These liabilities/ e affected by changing interpretation
laws, rulings by tax authorities, or the expiratafrthe statute of limitations.

As of December 31, 2011, an examination of the Gomgls U.S. federal income tax returns for tax years9202011 was complete. T
resolution of this examination did not have a mataffect on its business, financial conditiorsukts of operations or liquidity.

State income tax returns are generally subjecéménation for a period of 3 to Years after filing of the respective return. Thate

effect of any federal changes remains subject toméxation by various states for a period of upwio years after formal naotification to 1
states. The Company currently has no state incameeturn positions in the process of examinataministrative appeals or litigation.
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Uncertain tax positions

As of March 31, 2014 , the balance of gross unrezegl tax benefits was approximately $0.2 millioall of which would reduce tl
Companys effective tax rate if recognized. The Companysdoet expect this amounts to change in the nexivemmonths as none of 1
issues are currently under examination, the stamitéimitations do not expire within the periochdathe Company is not aware of any pen
litigation.

The Company has classified the amounts recordedrfoertain tax benefits in the balance sheet asr digbilities (noneurrent) to th
extent that payment is not anticipated within oeary The Company recognizes penalties and inteeésted to uncertain tax liabilities
income tax expense. Penalties and interest are tienimlaas of the date of adoption and are incluilethe unrecognized tax benefits.
Company had the following unrecognized tax berafiivity (in thousands):

Fiscal Year Ended March 31,

2012 2013 2014
Unrecognized tax benefits as of beginning of figezdr $ 39¢ $ 40€ % 18¢
Additions based on tax positions related to theentrperiod positions 7 16 22
Reduction for tax positions of prior years — (@D} —
Reduction due to lapse of statute of limitations — (233) —
Unrecognized tax benefits as of end of fiscal year $ 40€ $ 18¢ $ 21C

NOTE G —COMMITMENTS AND CONTINGENCIES
Operating Leases
The Company leases vehicles and equipment undeatopeleases expiring at various dates throughl2B2nt expense under opera

leases was $2,111,000 , $1,613,000 and $1,238d0fistal 2012 , 2013 and 2014 , respectively. Tatanual commitments under non-
cancelable operating leases with terms in excess@fyear at March 31, 2014 are as follows (in saods):

Fiscal 2015 $ 28¢
Fiscal 2016 20¢
Fiscal 2017 85
Fiscal 2018 71
Fiscal 2019 —
Thereafter —

$ 651

Purchase Commitment

The Company enters into ha@ancellable purchase commitments for certain iragnitems in order to secure better pricing andues
materials on hand and capital expenditures. As arfckl 31, 2014 , the Company had entered into $4libmof purchase commitments rela
to fiscal 2015 for inventory purchases.

Retirement Savings Pla

The Company sponsors a tax deferred retiremennhgs\plan that permits eligible employees to contglvarying percentages of tf
compensation up to the limit allowed by the IntéfRavenue Service. This plan also provides forréismnary Company contributions. In fis
2012, 2013 and 2014 , the Company made matchimgilootions of approximately $15,000 , $8,000 a26,800 , respectively.

Litigation

The Company is subject to various claims and Ipgateedings arising in the ordinary course of bessn As of the date hereof,
Company is unable to currently assess whetheritaéresolution of any of such claims or legal predings may have a material adverse ¢
on the Company. In addition to ordinary-coursegétion, the Company is a party to the proceedirgsribed below.

In August 2012, the Company received a subpoen@dsby the SEC requesting certain documents awodniation generally related
the financial reporting of its sales of solar phaitaic systems, among other matters. The Compamjirties to cooperate with the S
regarding this non-public, fact-finding inquiry. @ISEC has informed the Company that this inquiry
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should not be construed as an indication that awlgtions of law have occurred or that the SEC drags negative opinion of any person, er
or security.

On March 27, 2014, the Company was named as adhfein a civil lawsuit filed by Neal R. Verfuertthe Company's former ch
executive officer who was terminated for cause owé&mber 2012, in the United States District Coartthe Eastern District of Wiscon:
(Green Bay Division). The plaintiff alleges, amooidper things, that the Company breached certaieesgents entered into with the plain
including the plaintiffs employment agreement, and violated certain I&le.complaint seeks, among other relief, unspetiiecuniary ar
compensatory damages, fees and such other relibeasourt may deem just and proper. The Compaltigves that the claims are meritl
and that it has substantial legal and factual defero the claims and allegations contained irctémaplaint. The Company intends to detf
against these claims vigorously.

NOTE H —SHAREHOLDERS'’ EQUITY
Share Repurchase Program and Treasury St

In October 2011, the ComparyBoard of Directors approved a share repurchasgrgam authorizing the Company to repurchas
aggregate up to a maximum of $1.0 million of thempany’s outstanding common stock. In November 20fké&, Companys Board ¢
Directors approved an increase to the share repsechrogram authorizing the Company to repurchasggregate up to a maximum$#.£
million of the Companys outstanding common stock. In April 2012, the Canys Board approved another increase to the skptechas
program authorizing the Company to repurchase gnegte up to a maximum of $7.5 milliohthe Company's outstanding common stoct
of March 31, 2014 , the Company had repurchasedllibn shares of common stock at a cost of $6i8ion under the program. T
Company did not repurchase any shares in fiscad 208 does not intend to repurchase any additmsramon stock under this program in
near-term.

Shareholder Rights Plat

On January 7, 2009, the CompanyBoard of Directors adopted a shareholder righas pnd declared a dividend distribution of
common share purchase right (Right) for each oudiétg share of the Compamsytommon stock. The issuance date for the distoibudf the
Rights was February 15, 2009 to shareholders afrdeon February 1, 2009. Each Right entitles thgstered holder to purchase from
Company one share of the Company’s common stoakpate of $30.00 per share, subject to adjustiffantchase Price).

The Rights will not be exercisable (and will benserable only with the Company’s common stock)lantDistribution Date”occurs (o
the Rights are earlier redeemed or expire). A Ibistion Date generally will occur on the earlier afpublic announcement that a persc
group of affiliated or associated persons (Acqgiriferson) has acquired beneficial ownership of 20%ore of the Compang’outstandin
common stock (Shares Acquisition Date) omil@iness days after the commencement of, or theusicement of an intention to make, a te
offer or exchange offer that would result in anglsperson or group of persons acquiring such beiaétiwnership.

If a person becomes an Acquiring Person, holdeRighits (except as otherwise provided in the shadehn rights plan) will have ti
right to receive that number of shares of the Camjsacommon stock having a market value of two rttee thercurrent Purchase Price, ¢
all Rights beneficially owned by an Acquiring Pars@r by certain related parties or transfereed, lvei null and void. If, after a Sha
Acquisition Date, the Company is acquired in a reey other business combination transaction or 8@%hore of its consolidated asset
earning power are sold, proper provision will bedemao that each holder of a Right (except as oikerprovided in the shareholder rights p
will thereafter have the right to receive that nembf shares of the acquiring compasigommon stock which at the time of such transa
will have a market value of two times the then-eatrPurchase Price.

Until a Right is exercised, the holder thereofsash, will have no rights as a shareholder of tben@any. At any time prior to a pers
becoming an Acquiring Person, the Board of Directufrthe Company may redeem the Rights in wholenbtin part, at a price of $0.0QE!
Right. Unless they are extended or earlier redeamnestchanged, the Rights will expire on Januar30a,9.

Employee Stock Purchase Pl:

In August 2010, the Company’s board of directorpraped a norcompensatory employee stock purchase plan, or EBR ESP
authorizes 2,500,000nillion shares to be issued from treasury or atitled shares to satisfy employee share purchasieyr tine ESPP. A
full-time employees of the Company are eligibldbtogranted a notransferable purchase right each calendar quartearichase directly fro
the Company up to $20,000 of the Company’s comntocksat a purchase price equal to 100% of the mfpsale price of the Compamsy’
common stock on the NYSE MKT exchange on the lagting day of each quarter. The ESPP allows forleyee loans from the Compa
except for Section 16 officers, limited to 20% ofiadividual’'s annual income and no more than $260putstanding at any one time. Inte
on the loans is charged at the $8ar loan IRS rate and is payable at the end df ealendar year or upon loan maturity. The loarssacure
by a pledge of any and all the Companghares purchased by the participant under thd®E®E the Company has full recourse again:
employee, including offset
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against compensation payable. As of March 31, 20f8Company had halted the loan program. The Coynpad the following shares isst
from treasury during fiscal 2013 and fiscal 2014 :

As of March 31, 2013

Shares Issued

Shares Issued

Under ESPP Closing Market Under Loan Dollar Value of Repayment of
Plan Price Program Loans Issued Loans
Quarter Ended June 30, 2012 9,23: $2.20 7,958 % 17,50 $ 1,60(
Quarter Ended September 30, 2012 27,46, $1.98 25,60¢ 50,70( 4,06(
Quarter Ended December 31, 2012 9,84¢ $1.66 8,43¢ 14,00( 1,07¢
Quarter Ended March 31, 2013 1,05 $2.48 — — 30,83(
Total 47,59¢ $1.66 - 2.48 4199 $ 82,20( $ 37,56¢
As of March 31, 2014
Shares Issued Shares Issued
Under ESPP Closing Market Under Loan Dollar Value of Repayment of
Plan Price Program Loans Issued Loans
Quarter Ended June 30, 2013 99C $2.48 — 3 — % 82¢
Quarter Ended September 30, 2013 70z $3.76 — — 118,30¢
Quarter Ended December 31, 2013 31¢ $6.80 — — 94,30(
Quarter Ended March 31, 2014 362 $7.25 — — 1,67
Total 237¢  $2.48-7.25 — 3 — $ 215,10

Loans issued to employees are reflected on the @oygpbalance sheet as a contra-equity account.
NOTE | — STOCK OPTIONS, RESTRICTED SHARES AND WARRA NTS

The Company grants stock options and restricteckatader its 2003 Stock Option and 2004 Stock awentive Awards Plans (Plar
Under the terms of the Plans, the Company hasveddr3,500,008hares for issuance to key employees, consultadtsligectors. The optio
generally vest and become exercisable ratably letwae month and five yeaathough longer and shorter vesting periods haes hised i
certain circumstances. Exercisability of the opignanted to employees are generally contingemh@®mployeestontinued employment a
non-vested options are subject to forfeiture if Eapment terminates for any reason. Options undePans have a maximum life of §8ars
In the past, the Company has granted both ISON&BEOs, although in July 2008, the Company adoptpdliay of thereafter only grantii
NQSOs. Certain n-employee directors have elected to receive stoaedsvin lieu of cash compensation pursuant toielestmade under t
Company’s noremployee director compensation program. The Plést @ovide to certain employees accelerated wgstinthe event «
certain changes of control of the Company as veellrder other special circumstances.

In fiscal 2011, the Company converted all of itésérg ISO awards to NQSO awards. No consideratian given to the employees
their voluntary conversion of ISO awards.

In June 2012, the Company's compensation commaippeoved the issuance of restricted shares undePlins to key employees
provide an opportunity for such employees to eangterm equity incentive awards. In May 2013, the Cengation Committee of the Boi
of Directors changed the Company's ldegn equity incentive grant policy so that onlytriesed shares are issued to all employees uné
Plans. The restricted shares are settled in Comptmk when the restriction period ends. Compeosatost for restricted shares grante
employees is recognized ratably over the vestimg,tevhich is between three to fiyears. Settlement of the shares is contingent e
employees’ continued employment and non-vesteceshae subject to forfeiture if employment termisafior any reason. In fiscal 201ar
aggregate of 163,750 restricted shares were gramaledd at a price per share between $1.80 and $2Qich was the closing market price
of each grant date. In fiscal 2014 , an aggreghf26,663 restricted shares were granted valuedpaice per share between $2.41 and $6.9
which was the closing market price as of each gilats.

In fiscal 2012 , the Company granted 29,308 shams the 2004 Stock and Incentive Awards Plan tdai® nonemployee directo
who elected to receive stock awards in lieu of camipensation. The shares were valued ranging $2m3 to $4.1%er share, the closi
market price as of the issuance dates. In fiscaB20the Company granted 30,4&2ares from the 2004 Stock and Incentive Awarda Ri
certain non-employee directors who elected to vecsiock awards in lieu of cash compensation. Tiages were valued ranging from $1162
$2.57 per share, the closing market price as ofsthisance dates. In fiscal 2014 , the Company gdaB8,641shares from the 2004 Stock
Incentive Awards Plan to certain nemployee directors who elected to receive stockra@svin lieu of cash compensation. The shares
valued ranging from $2.41 to $5.73 per share, lhsirg
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market price as of the issuance dates. Additiondllying fiscal 2013 , the Company issued 3,6808res to a consultant as part of a conslt
compensation agreement. The shares were valued(® fer share, the closing market price as oifsteance date.

In fiscal 2014 , the Company recorded $0.2 millidrstockbased compensation related to the deferred comasioerfor employee Har
Shareholders resulting from the Harris acquisitiime following amounts of stock-based compensatiere recorded (in thousands):

Cost of product revenue
General and administrative
Sales and marketing
Research and development

The number of shares available for grant undepthes were as follows:

Available at March 31, 2011
Granted stock options
Granted shares

Forfeited

Available at March 31, 2012
Granted stock options
Granted shares

Restricted Shares

Forfeited restricted shares
Forfeited stock options
Available at March 31, 2013
Granted stock options
Granted shares

Restricted shares

Forfeited restricted shares
Forfeited stock options
Available at March 31, 2014
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Fiscal Year Ended March 31,

2012 2013 2014

18¢ $ 114 $ 70
54¢ 57¢ 1,02t
501 451 48¢

29 21 13

1,267 $ 1,16« $ 1,59¢

1,577,67
(1,481,35)
(29,309)
1,339,07:
1,406,09!
(1,054,87)
(33,42)
(163,75()
58,75(
1,419,98
1,632,77:
(305,549
(33,64
(526,66
69,37
455,69
1,291,99
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The following table summarizes information withpest to outstanding stock options:

Outstanding at March 31, 2011
Granted
Exercised
Forfeited
Outstanding at March 31, 2012
Granted
Exercised
Forfeited
Outstanding at March 31, 2013
Granted
Exercised
Forfeited
Outstanding at March 31, 2014
Exercisable at March 31, 2014

The following table summarizes the range of exerpisces on outstanding stock options at Marc2814 :

$0.75
1.62-2.25
241-2.75
2.86-4.28
4.49 - 4.76
5.35-6.05
9.00

10.14 - 11.61

Weighted
Average Fair
Weighted Value of
Number of Average Exercise Options Aggregate Intrinsic
Shares Price Granted Value
3,658,761 $ 3.8¢ 2.04
1,481,35 $ 3.5¢€
(103,41) $ 1.4¢
(1,339,07) % 4.1¢
3,697,633 $ 3.7¢ 1.95
1,054,877 $ 1.9¢
(20,000 $ 2.2¢
(1,419,98) $ 3.2€
3,312,520 $ 3.4z 1.23
305,54: $ 2.41
(446,059 $ 2.5¢
(455,69) $ 3.5z
2,716,31 % 3.4: 1.32 $ 10,978,43
1,586,94 $ 5,614,06!
March 31, 2014
Weighted Average
Remaining Weighted
Contractual Life Weighted Average Average
Outstanding (Years) Exercise Price Vested Exercise Price
10,00( 1.00 $0.75 10,00( $0.75
882,70 6.58 2.01 350,95¢ 2.09
546,94 8.08 2.48 192,92( 2.49
821,20° 591 3.42 607,90« 3.40
54,40( 3.75 4.65 52,80( 4.65
220,70t 5.33 5.47 192,00¢ 5.47
43,00( 3.87 9.00 43,00( 9.00
137,35: 3.83 11.02 137,35: 11.02
2,716,31 6.32 $3.43 1,586,94/ $4.09

The aggregate intrinsic value represents the potaiax intrinsic value, which is calculated as thdaténce between the exercise pric
the underlying stock options and the fair valu¢hef Company’s closing common stock price of $7.26faMarch 31, 2014 .
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Unrecognized compensation cost related to non-destenmon stock-based compensation as of March 814 & as follows (i

thousands):

Fiscal 2015
Fiscal 2016
Fiscal 2017
Fiscal 2018
Fiscal 2019
Thereafter

Remaining weighted average expected term

1,09¢
86¢
51¢
361
134

7

$

2,98
5.1 year

During fiscal 2014 , the Company granted restrictiegires as follows (which are included in the alsigek plan activity tables):

Balance at March 31, 2013
Shares issued

Shares vested

Shares forfeited

Shares outstanding at March 31, 2014

Per share price on grant date
Compensation expense

105,00
526,66:
(23,08
(69,375

As of March 31, 2014 , the weighted average grateé-tair value of restricted shares granted wa3253.

539,20
$1.806.917
261,35!

The Company has previously issued warrants in adiorewith various stock offerings and servicesdened. The warrants grant
holder the option to purchase common stock at fipdqprices for a specified period of time. No veants were issued in fiscal 2012 , 2043

2014 .

Outstanding warrants are comprised of the following

Outstanding at March 31, 2011
Issued
Exercised
Cancelled

Outstanding at March 31, 2012
Issued
Exercised
Cancelled

Outstanding at March 31, 2013
Issued
Exercised
Cancelled

Outstanding at March 31, 2014

A summary of outstanding warrants as of March ®142follows:

Exercise Price

$2.25

Weighted
Number of Average
Shares Exercise Price
38,98( $ 2.2¢
— % —
— % —
38,98( $ 2.2¢
38,98( $ 2.2¢
38,98( $ 2.2¢
Number of Shares Expiration
38,980 Fiscal 2015
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NOTE J— SEGMENT DATA

The descriptions of the Company’s segments and sheimary financial information are presented below

Energy Managemen

The Energy Management Division develops, manufastuintegrates and sells commercial HIF and otigétihg systems and enel

management systems.

Engineered Systernr

The Engineered Systems Division sells and integralternative renewable energy systems, such asaudl wind systems.

Corporate and Other

Corporate and Other is comprised of operating esp&mot directly allocated to the Compangégments and adjustments to reconc

consolidated results, which primarily include im@mpany eliminations.

(dollars in thousands)
Segments:

Energy Management
Engineered Systems
Corporate and Other

(dollars in thousands)
Segments:

Energy Management
Engineered Systems
Corporate and Other

(dollars in thousands)
Segments:

Energy Management
Engineered Systems
Corporate and Other

Revenues

For the year ended March 31,

Operating (Loss) Profit

For the year ended March 31,

2012 2013 2014 2012 2013 2014
72,097 $ 67,437 $ 66,79 497, $ 24t $ (1,749
28,46¢ 18,64¢ 21,83( 56¢ 671 1,991

— — — (5,021) (7,520 (8,591)
100,56 $ 86,08¢ $ 88,62¢ 52 $ (6,604 $ (8,347
Depreciation and Amortization Capital Expenditures
For the year ended March 31, For the year ended March 31,
2012 2013 2014 2012 2013 2014

1,70: $ 1,77¢ % 2,661 1,17¢ % 99: % 27¢€
287 24¢ 30z 34 50 —
2,24¢ 2,554 1,56¢ 3,11¢ 1,11¢ 134
4,23¢  $ 4577 $ 4,53¢ 4,327 $ 2,15¢ % 41C

Total Assets

Deferred Revenue

March 31, 2013

March 31, 2014

March 31, 2013

March 31, 2014

$ 58,62 57,11¢ $ 564 $ 27¢€
9,33¢ 7,742 3,64( 1,65¢

34,13: 34,08( — —

$ 102,09° 98,94( $ 4,20¢ $ 1,93(

The Company’s revenue and long-lived assets outs@l&nited States are insignificant.

Beginning in fiscal 2015, the Company intends torganize its business into the following businesgnsents: U.S. markets, Or
engineered systems and Orion distribution servidgé® U.S. markets division will focus on sellinghting solutions into the wholes
markets. Its customers will include domestic enesggvice companies and electrical contractors. @hien engineered systems division !
focus on selling lighting products and constructaomd engineering services direct to end users. tibadily, Orion engineered systems
complete the construction management serviceserelat existing contracted solar PV projects. Itstemers will include national accour
government, municipal and schools. The Orion distion services division will focus on selling ligig products internationally and will be
to develop a network of broad line distributorsstdrically, sales of all of the Company's lightimgpducts and the related costs were comt
through its energy management division. For thésoa, the Company believes that it will be ableetmast prior period revenue totals for



new segments, but does not believe that it willabé&e to practically recast the prior period opagtincome or loss for these n
segments.
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NOTE K — SUBSEQUENT EVENTS

On May 23, 2014, the Company sold its operatingifiain Plymouth, Wisconsin. Net proceeds from gae were $1.0 millionafter th
payment of agent commissions. The facility was gifesl as an asset held for sale with a value o6 $tillion and was included in tl
Company's financial statements as prepaid expamgksther current assets.

NOTE L — QUARTERLY FINANCIAL DATA (UNAUDITED)

Summary quarterly results for the years ended Maigt2013 and March 31, 2014 are as follows:

Three Months Ended

Mar 31,
Jun 30, 2012 Sep 30, 2012 Dec 31, 201: 2013 Total

(in thousands, except per share amounts)
Total revenue $ 15,31( $ 19,40¢ $ 29,087 $ 22,28. $  86,08¢
Gross profit $ 437 $ 580 $ 8581 $ 7971 $ 26,73
Net income (loss) $ (1,940 $ (9,659 $ 651 $ 54¢ $ (10,399
Basic net income per share $ (009 $ (046 $ 00 $ 0.0 % (0.50
Shares used in basic per share calculation 22,56 21,07¢ 20,19: 20,15: 20,99:
Diluted net income per share $ (009 $ (04 $ 00 $ 00: % (0.50
Shares used in diluted per share calculation 22,56 21,07¢ 20,24¢ 20,30¢ 20,99:

Three Months Ended

Mar 31,
Jun 30, 2013 Sep 30, 2013 Dec 31, 201: 2014 Total

(in thousands, except per share amounts)
Total revenue $ 20,85 $ 27,49 $ 27,69 $ 1258 $ 88,62
Gross profit $ 5728 ¢ 7,82¢ $ 8,15 $ 1,27¢ $ 22,98(
Net income (loss) $ (781) $ 240 $ 1,01¢ $ (8,839 $ (6,199
Basic net income per share $ (©0H) $ 011 $ 00t $ (041 ¢ (0.30
Shares used in basic per share calculation 20,17« 21,09( 21,22( 21,46¢ 20,98t¢
Diluted net income per share $ (©0H) $ 011 $ 00t $ (041 $ (0.30
Shares used in diluted per share calculation 20,17« 21,54: 22,32¢ 21,46¢ 20,98¢

The four quarters for net earnings per share mayaad to the total year because of differencebénwvieighted average number of sh
outstanding during the quarters and the year.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresatatiesigned to ensure that information requindaktdisclosed in the reports that
file or submit under the Securities Exchange Acfl®884, or Exchange Act, is recorded, processednmrined and reported within the ti
periods specified in the SE€tules and forms, and that such information isiardated and communicated to our management, imgjuali
principal executive and principal financial offiseas appropriate, to allow timely decisions regaydequired disclosure.

Our management evaluated, with the participatioausfChief Executive Officer and our Chief Finandidficer, the effectiveness of ¢
disclosure controls and procedures and our intexoiairol over financial reporting as of March 3012 , pursuant to Exchange Act Rule 13¢
15 and 15dt5. Based upon such evaluation, our Chief Execu@liffecer along with our Chief Financial Officer adnded that our disclost
controls and procedures were effective as of M&8ich2014 This evaluation did not include an assessment efctintrols related to Harr
which was acquired on July 1, 2013. Harris represskti1% of our consolidated total assets as of Madg 2014, and 11% of our consolid:
net sales for the year ended March 31, 2014.

Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingraamhtaining adequate internal control over finahoggorting. Internal control ov
financial reporting is defined in Rule 13a-15(fdatbd415(f) under the Exchange Act as a process desigpedr under the supervision of,
principal executive and principal financial offiseand effected by our board of directors, managémead other personnel, to prov
reasonable assurance regarding the reliabilityirdintial reporting and the preparation of financgtements for external purpose:
accordance with generally accepted accounting ipfes; and includes those policies and procedinats t

* pertain to the maintenance of records that in neaisle detail accurately and fairly reflect the sactions and dispositions of
assets;

* provide reasonable assurance that transaction®eneded as necessary to permit preparation ohdinh statements in accorda
with generally accepted accounting principles, Hrad our receipts and expenditures are being mabeim accordance with authorization
our management and directors: and

* provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, vselisposition of our assets t
could have a material effect on the financial stegmts.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détmisstatements. Projections of
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégjbecause of changes in conditions, o
the degree of compliance with the policies and @doces may deteriorate.

Our management assessed the effectiveness of tarnah control over financial reporting as of Magh 2014. In making thi
assessment, management used the criteria setifori®92 by the Internal Controlrtegrated Framework issued by the Committe
Sponsoring Organizations of the Treadway Commisglos COSO criteria).

Based on this assessment using the COSO criteaaagement believes that, as of March 31, 204dr internal control over financ
reporting was effective.

BDO USA, LLP, independent registered public accmgnfirm has audited our consolidated financiatestaents for the fiscal years en
March 31, 2012 , 2013 and 2014 , and our interoatrol over financial reporting as of March 31, 201Their reports appear in Item 8 un
the heading “Reports of Independent Registeredi®iokounting Firm” of this Annual Report on Forri-K.

Changes in Internal Controls Over Financial Reporthg
There were no changes in our internal control dwemcial reporting (as defined in Rules 13a-1%(fid 15d15(f) under the Exchan

Act) that occurred during the quarter ended MarthZ014, that have materially affected or are reasonalklsly to materially affect, ot
internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this item with resptctirectors, executive officers and corporate goaace is incorporated by referenc
the Company's Proxy Statement for its 2@tvhual Meeting of Shareholders to be filed with 8C within 120 days after the end of the fi
year endeMarch 31, 2014 .

Code of Conduct

We have adopted a Code of Conduct that applie8 td aur directors, employees and officers, in¢hglour principal executive office
our principal financial officer, our controller anqmkrsons performing similar functions. Our CodeCafnduct is available on our web sitt
www.oesx.com. Future material amendments or waiwgeging to the Code of Conduct will be disclosagdour web site referenced in 1
paragraph within four business days following thgédf such amendment or waiver.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorp@ctby reference to the Company's Proxy Statement§®014Annual Meeting ¢
Shareholders to be filed with the SEC within 129<dafter the end of the fiscal year ended March2814 .

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
SHAREHOLDER MATTERS

The information required by this item is incorp@ctby reference to the Company's Proxy StatementS®014Annual Meeting ¢
Shareholders to be filed with the SEC within 129<dafter the end of the fiscal year ended March2814 .

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by this item is incorp@ctby reference to the Company's Proxy Statement§®014Annual Meeting
Shareholders to be filed with the SEC within 129<dafter the end of the fiscal year ended Marc2814 .

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is incorp@ctby reference to the Company's Proxy StatementS®014Annual Meeting
Shareholders to be filed with the SEC within 129<dafter the end of the fiscal year ended Marc2814 .
PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT S CHEDULES
(a) Financial Statement:
Our financial statements are set forth in Item &af Form 10-K.

(b) Financial Statement Schedul

SCHEDULE Il
VALUATION and QUALIFYING ACCOUNTS
Balance at Provisions Balance at
beginning of charged to Write offs end of
period expense and other period
March 31, (in Thousands)
2012 Allowance for Doubtful Accounts $ 757 % 56€ $ 37¢ % 947
2013 Allowance for Doubtful Accounts 947 757 804 90C
2014 Allowance for Doubtful Accounts $ 90C $ 174 % 69C $ 384
2012 Inventory Obsolescence Reserve $ 1,33 $ 167 $ 5 % 1,50¢
2013Inventory Obsolescence Reserve 1,50C 85¢ 58 2,301
2014 Inventory Obsolescence Reserve $ 2,301 $ 1,99 % 1,76¢ % 2,527
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Exhibit Title

2.1

2.1@@

3.1

41

10.1

10.1(a

10.1(b.

10.1(c

10.1(d

10.1(e

10.z

10.2(a

10.2(b

Stock and Unit Purchase Agreement dated May 223 B@tween Orion Energy Systems, Inc., Harris Maetuféng, Inc., Harris
LED, LLC, and their respective shareholders and bemfiled as Exhibit 2.1 to the Registrant’s F&K filed on July 2, 2013, is
hereby incorporated by reference.

Letter Agreement with respect to Stock and UnitcRase Agreement dated May 22, 2013 between OriengigrSystems, Inc.,
Harris Manufacturing, Inc., Harris LED, LLC theispective shareholders and members filed as Extibib the Registrant’s
Form 10-Q filed on November 8, 2013, is hereby ipooated by reference.

Amended and Restated Articles of Incorporation db@Energy Systems, Inc., filed as Exhibit 3.3He Registrant’'s Form S-1
filed August 20, 2007, is hereby incorporated Hegrence.

Amended and Restated Bylaws of Orion Energy Systams filed as Exhibit 3.2 to the Registrant’'sriol10-Q filed November 8,
2013, is hereby incorporated by reference.

Rights Agreement, dated as of January 7, 2009,dstW@rion Energy Systems, Inc. and Wells Fargo Bnk., which includes a
Exhibit A thereto the Form of Right Certificate aasl Exhibit B thereto the Summary of Common Sharelse Rights, filed as
Exhibit 4.1 to the Registrant’s Form 8-A filed Jamu 8, 2009, is hereby incorporated by reference.

Credit Agreement, dated June 30, 2010, by and ar@iogn Energy Systems, Inc., Orion Asset Managerhe@, Clean Energy
Solutions, LLC and JP Morgan Chase Bank, N.A.dfés Exhibit 10.1 to the Registrant’s Current ReparForm 8-K filed July 2,
2010, is hereby incorporated by reference.

First Amendment to Credit Agreement dated SepterB0e2011 by and among Orion Energy Systems, @rion Asset
Management LLC, Clean Energy Solutions, LLC andM&ilgan Chase Bank, N.A., filed as Exhibit 10.2te Registrant’s Current
Report on Form 8-K filed October 5, 2011, is heratmprporated by reference.

Second Amendment to Credit Agreement, dated Jun2@2, by and among Orion Energy Systems, InégrOksset
Management, LLC, Clean Energy Solutions, LLC, Gtestes Energy Technologies, LLC and JPMorgan CBasdk, N.A., filed
as Exhibit 10.1 to the Registrant's Current ReporEorm 8-K filed June 26, 2012, is hereby incogped by reference.

Third Amendment to Credit Agreement, dated Febr&a2013, by and among Orion Energy Systems, @ggn Asset
Management, LLC, Clean Energy Solutions, LLC, Gtestes Energy Technologies, LLC and JPMorgan CBase, N.A., filed
as Exhibit 10.1 to the Registrant's Current ReporForm 10-Q filed February 8, 2013, is hereby ipooated by reference.

Fourth Amendment to Credit Agreement, dated Jun@@83, by and among Orion Energy Systems, InégriOksset
Management, LLC, Clean Energy Solutions, LLC, Gtestes Energy Technologies, LLC and JPMorgan CBasi, N.A. filed
as Exhibit 10.1 to the Registrant’s Form 8-K filea July 2, 2013, is hereby incorporated by refegenc

Joinder and Fifth Amendment to Credit Agreemented&ugust 30, 2013, by and among Orion EnergyeByst Inc., Orion Asset
Management, LLC, Clean Energy Solutions, LLC, Gtestes Energy Technologies, LLC, Harris Manufactgrilnc., Harris LED
LLC, and JPMorgan Chase Bank, N.A. filed as Exhilitl to the Registrant’s Form 8-K filed on Septem®, 2013, is hereby
incorporated by reference.

Credit Agreement, dated September 30, 2011, byaar@hg Orion Energy Systems, Inc., Orion Asset Manant LLC, Clean
Energy Solutions, LLC and JP Morgan Chase Bank, Nilad as Exhibit 10.1 to the Registrant’s CutrBeport on Form & filed
October 5, 2011, is hereby incorporated by refexenc

First Amendment to Credit Agreement, dated Febra013, by and among Orion Asset Management, IQ1n Energy
Systems, Inc., Clean Energy Solutions, LLC, Grexltds Energy Technologies, LLC and JP Morgan Chas&,BN.A., filed as
Exhibit 10.2 to the Registrant's Current ReporfFonm 10-Q filed February 8, 2013, is hereby incoaped by reference.

Joinder and Second Amendment to Credit AgreematéddAugust 30, 2013, by and among Orion Energyes)s Inc., Orion

ANmmnnt NMAanamanmiant LT A Olacan ManaAava:s CAaliibiana 10N A+ L AlbAans FinAavAas TAanhunAalaaiaa L1 A Llaveia Manbfrina I-—u-\ LlAave:



LED, LLC, and JPMorgan Chase Bank, N.A. filed asiBik 10.2 to the Registrant’'s Form 8-K filed onpBamber 9, 2013, is
hereby incorporated by reference.

10.z  Orion Energy Systems, Inc. 2003 Stock Option Pd@ramended, filed as Exhibit 10.6 to the Regissamdrm S-1 filed August 20,
2007, is hereby incorporated by reference.*

10.£ Form of Stock Option Agreement under the Orion Gpe3ystems, Inc. 2003 Stock Option Plan, filed misilit 10.7 to the
Registrant’s Form S-1 filed August 20, 2007, isdhgrincorporated by reference.*
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10.t

10.5(a

10.€

10.7

10.€

10.¢

10.1(

10.11

10.1Z

10.1:

10.1¢

10.1¢

10.1¢

10.13

10.1¢

21.1
23.1

31.1

31.2

Orion Energy Systems, Inc. 2004 Stock and Inceriwards Plan, filed as Exhibit 10.9 to the RegistiForm S-1 filed
August 20, 2007, is hereby incorporated by refezenc

Amendment to Orion Energy Systems, Inc. 2004 StoukIncentive Awards Plan, filed September 9, 284 Appendix A to the
Registrant’s definitive proxy statement is heretgorporated by reference.*

Form of Stock Option Agreement under the Orion BpeSystems, Inc. 2004 Equity Incentive Plan, fiesdExhibit 10.10 to the
Registrant’s Form S-1 filed August 20, 2007, isdgrincorporated by reference.*

Form of Stock Option Agreement as of May 14, 20&8ar the Orion Energy Systems, Inc. 2004 Stocklacentive Awards Plan,
filed as Exhibit 10.7 to the Registrant’'s Form 1GHkd on June 14, 2014, is hereby incorporateddigrence.*

Form of Restricted Stock Award Agreement as of Nldy2013 under the Orion Energy Systems, Inc. 204k and Incentive
Awards Plan, filed as Exhibit 10.8 to the RegistsaRorm 10-K filed on June 14, 2014, is herebyiporated by reference.*

Summary of Non-Employee Director Compensation ifsgal 2015.*

Executive Employment and Severance Agreement, dagbrlary 21, 2008, by and between Orion Energye8ys Inc. and
Michael J. Potts, filed as Exhibit 10.2 to the R#gint's Form 8-K filed February 22, 2008, is hgretrorporated by reference.*

Executive Employment and Severance Agreement, dat@d September 27, 2012, by and between Oriorgir&ystems, Inc. and
John H. Scribante, filed as Exhibit 10.10 to thgiRegant's Form 8-K filed September 28, 2012, i®hg incorporated by
reference.*

Executive Employment and Severance Agreement,teféeslovember 9, 2012 between the Company and &cakensen, filed as
Exhibit 10.13 to the Registrant's Form 10-Q filedviember 9, 2012, is hereby incorporated by refergnc

Letter Agreement effective December 1, 2012 betvikerCompany and John H. Scribante, filed as Exaibil5 to the Company's
Form 8-K filed on December 6, 2012, is hereby ipcoated by reference.*

Letter Agreement effective December 1, 2012 betwikerCompany and Michael J. Potts, filed as ExHiBifL6 to the Company's
Form 8-K filed on December 6, 2012, is hereby ipcoated by reference.*

Letter Agreement effective December 1, 2012 betvikerCompany and Scott R. Jensen, filed as Exhibit7 to the Company's
Form 8-K filed on December 6, 2012, is hereby ipooated by reference.*

Executive Employment and Severance Agreement, dat@d January 1, 2014, by and between Orion Er8ygyems, Inc. and
Marc Meade filed as Exhibit 10.1 to the Registraftorm 8-K filed on January 6, 2014, is hereby ipocated by reference.*

Form of Executive Restricted Stock Award Agreemanbf May 14, 2014 under the Orion Energy Systénts,2004 Stock and
Inventive Awards Plan.*+

Form of Non-Employee Director Restricted Stock AtvAigreement as of May 14, 2014 under the Orion gn&ystems, Inc.
2004 Stock and Inventive Awards Plan.*+

Subsidiaries of Orion Energy Systems, Inc.+
Consent of Independent Registered Public Accourking. +

Certification of Chief Executive Officer of OriomErgy Systems, Inc. pursuant to Rule 13a-14(a)ute R5d-14(a) promulgated
under the Securities Exchange Act of 1934, as aetend

Certification of Chief Financial Officer of Orioniergy Systems, Inc. pursuant to Rule 13a-14(a)ube R5d-14(a) promulgated
under the Securities Exchange Act of 1934, as aetend



32.1 Certification of Chief Executive Officer and Chigihancial Officer of Orion Energy Systems, Inc.guant to Rule 13a-14(b)
promulgated under the Securities Exchange Act 8#18s amended, and 18 U.S.C. Section 1350, aseatdpprsuant to
Section 906 of the Sarbanes-Oxley Act of 2002. +

101 101.INS XBRL Instance Document+
101.SCH Taxonomy extension schema document
101.CAL Taxonomy extension calculation linkbasewtoent
101.LAB Taxonomy extension label linkbase document

101.PRE Taxonomy extension presentation linkbaserdent
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Documents incorporated by reference by Orion En&ygtems, Inc. are filed with the Securities andiaxge Commission under File No.
001-33887.

* Management contract or compensatory plan omgeeent required to be filed (and/or incorporatgddierence) as an exhibit to this
Annual Report on Form 10-K pursuant to Item 150apf3orm 10-K.

* Filed herewith
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SIGNATURES

Pursuant to the requirements of Section 13 or 186{dhe Securities Exchange Act of 1934, the Regsthas duly caused this Ann
Report on Form 10-K to be signed on its behalfi®/undersigned, thereunto duly authorized, on 18n2014.

ORION ENERGY SYSTEMS, INC.
By: /s JOHN H. SCRIBANTE

John H. Scribante
Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this Annual Report on FormKL®as been signed by the follow
persons on behalf of the Registrant in the capeitidicated on June 13, 2014.

Signature

Title

/s/ John H. Scribante

John H. Scribante

/s/ Scott R. Jensen

Scott R. Jensen

/sl James R. Kackley

James R. Kackley

/sl Michael W. Altschaefl

Michael W. Altschaefl

/s/ Kenneth L. Goodson, Jr.

Kenneth L. Goodson, Jr.

/s/ James D. Leslie

James D. Leslie

/sl Elizabeth Gamsky Rich

Elizabeth Gamsky Rich

/s/ Thomas N. Schueller

Thomas N. Schueller

/s/ Mark C. Williamson

Mark C. Williamson
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Chief Executive Officer and Director (Principal
Executive Officer)

Chief Financial Officer, Chief Accounting Officend

Treasurer (Principal Financial Officer)

Chairman of the Board

Director

Director

Director

Director

Director

Director



Exhibit 10.7

ORION ENERGY SYSTEMS, INC.
2004 STOCK AND INCENTIVE AWARDS PLAN
STOCK OPTION AWARD

[Name]
[Address]

You have been granted an option (your “Option”)ptachase shares of common stock (“Share$”Drion Energ
Systems, Inc. (the “Companynder the Orion Energy Systems, Inc. 2004 Stock laodntive Awards Plan (tl
“Plan”) with the following terms and conditions:

Grant Date: May[ 1],2013

Type of Option: Nongualified Stock Option

Number of Option Shares: [ @ D

Exercise Price per Share: us.s .

Vesting: Thirty-three and one-third percent @33%) of your Option will vest and becol

exercisable on each of December 31, 2013, DeceBihet014 and December .
2015, provided you remain in employment or sendaeing such period. Upc
your termination of employment from, or cessatidrservices to, the Compa
and its Affiliates, the unvested portion of yourt©@p will immediately terminate.




Termination Date:

Your Option expires at, and cannot be exercisest,afte close of business at
Company’s headquarters on the earliest to occur of:

* The tenth (10th) anniversary of the Grant Date

« One year after your termination of your directovgme as a result of death
disability (within the meaning of Code Section 2289); or

e 90 days after your termination of your directorvées for any other reasc
provided that if you die during this 90 day peritite exercise period w
be extended until one year after the date of yeatHd

If the date this Option terminates as specifiedvabfalls on a day on which t
stock market is not open for trading or on a d&tt tyou are prohibited I
Company policy (such as an insider trading politg)n exercising the Optio
the termination date shall be automatically extenttethe first available tradir
day following the original termination date, buttrimeyond the tenth (10)
anniversary of the Grant Date.

Notwithstanding the above, your entire Option isni@ated immediately if yot
directorship is terminated for Cause (as definddvigg or if your director servic
is otherwise terminated at a time when you couldepinated for Cause, or y
voluntarily terminate without the Company’s pri@ansent.

For purposes of this Agreement, “Causaians any of the following: (i) failure
perform or observe any of the terms or provisiohsamy written employmer
agreement with the Company or an Affiliate, or b nvritten employmer
agreement exists, the gross dereliction of yourleympent duties; (ii) failure t
comply fully with the lawful directives of the Ba&of Directors of the Compan
(i) dishonesty; (iv) misconduct; (v) convictionf @ crime involving more
turpitude; (vi) substance abuse; (vii) misapprdpmiaof funds: (viii) disloyalty o
disparagement of the Company, and of its Affiliatesany of their manageme
or employees; or (ix) other proper cause determimedgjood faith by th
Committee.




Manner of Exercise:

Restrictions on Resale:

Restrictions on Transfer:

You may exercise your Option only to the extentt@gsand only if it has n
terminated. To exercise your Option, you must catgplthe Notice of Stocl
Option Exercise”form provided by the Company and return it to tlelras:
indicated on the form. The form will be effectivehen it is received by tt
Company, but exercise will not be completed urdil pay the total exercise pri
and all applicable withholding taxes due as a tesfllthe exercise to tt
Company.

If someone else wants to exercise your Option gfber death, that person m
contact the Company and prove to the Compamgtisfaction that he or she
entitled to do so.

Your ability to exercise your Option may be resgaetcby the Company if requir
by applicable law.

By accepting your Option, you agree not to sell &mares acquired under y«
Option at a time when applicable laws, Company gmedi or an agreeme
between the Company and its underwriters prohibéila.

During your lifetime, this Option is only exercisabby you. You may nc
transfer, pledge or assign this Option, by openatb law or otherwise, exce
pursuant to your will or the laws of descent anstribution. If you attempt t
transfer, assign, pledge, hypothecate or otherdiggmse of this Option, except
provided above, or in the event this Option is sabjto levy or attachmer
execution or similar process, the Company may teatei this Option b
providing written notice to you.




Rescission of Exercise; If you are terminated for Cause, or if you are tewtninated for Cause but t

Disgorgement of Option Gains: Committee later determines that you could have lieaninated for Cause if ¢
facts had been known at that time, or if the Corteaitdetermines that, after y«
termination of your directorship, you have violatéa provisions of any non-
competition, norsolicitation, confidentiality or assignment of imt@ns
agreement then in effect, then your Option wilhterate immediately on the d:
of such termination or determination, as applicahfel the Committee may, in
sole and absolute discretion, (i) rescind any eott exercise submitted by y
for which payment or the issuance of Shares haseeh completed, in whi
event any exercise price you have tendered wilptmenptly returned to you
retained by the Company as an offset as providémivhe@nd/or (ii) notify you ir
writing within two (2) years after exercise of all any portion of the Option th
any exercise made within the one (1) year periaa po your termination or pric
to your breach of any non-competition, r&mlicitation, confidentiality c
assignment of inventions agreement, is rescindedhitVten (10) days aft:
receiving such notice from the Company, you shay po the Company ti
amount of any cash payment received, or the vdlamy other gain realized, a:
result of the rescinded exercise. Notwithstandireggforegoing, the Company st
have the right to retain (as an offset against ampunts due hereunder),
exercise price and withholding amount tendered by with respect to ar
rescinded exercise, and the Company shall haveighe to offset against ar
other amounts due from the Company to you the atmmwead by you hereunder.




Miscellaneous: « As a condition of the granting of your Option, yagree, for yourself and yo
legal representatives or guardians, that this S@p#on Award shall b
interpreted by the Committee and that any integtiat by the Committe
of the terms of this Stock Option Award or the Pemal any determinatic
made by the Committee pursuant to this Stock Opfimard or the Pla
shall be final, binding and conclusive. Notwithstang the foregoing, th
Stock Option Award may not be amended, and the @ompay not tak
any other action the effect of which is, to redtice Exercise Price p
Share other than (i) pursuant to Section 6.4 ofRfa®, and in accordan
with Section 1.409A-1(b)(5)(v)(B)of the Treasury Regulations, or (ii)
connection with a transaction which is considered grant of a ne
option for purposes of Section 409A of the Codeyvjled that the ne
Exercise Price per Share is not less than Fair dtavialue of a Share «
the new grant date.

« As a condition of the granting of your Option, eptas required by law, yc
agree not to disclose information regarding thestexice, terms,
conditions of this Option to any person or entithatsoever, includin
without limitation any members of the media (inchgl but not limited tc
print journalists, newspapers, radio, televisiable, satellite programs,
Internet media) or any Internet web page or “cloaim,” or any othe
entity or person, with the exception of your spQuaecountant, te
advisor, and/or attorneys. Any violation of thisoyision may result i
immediate and complete forfeiture of all rightsrgead under this Option
so determined by the Committee.

« As a condition of the granting of your Option, yacknowledge and agree t|
this Stock Option Award and the Plan constitute éhéire agreement
the parties with respect to the subject mattehf Stock Option Awar
and the Plan. This Stock Option Award and the Blgrersede any and
other agreements or representations, both verlshinaitten, between tr
parties to this Stock Option Award with respectoations to purchas
Common Stock or any other security of the Company.

« This Stock Option Award may be executed in couraesp

Your Option is granted under and governed by thengeand conditions of the Plan. Additional prouwsiaegardin
your Option and definitions of capitalized termgdignd not defined in your Option can be foundheRlan.

BY SIGNING BELOW AND ACCEPTING THIS STOCK OPTION AWRD, YOU AGREE TO ALL OF THE
TERMS AND CONDITIONS DESCRIBED HEREIN AND IN THE FAN. YOU ALSO ACKNOWLEDGE RECEIP
OF THE PLAN.

John H. Scribante, CEO [Name], Optionee



Exhibit 10.8

Grantee:
Grant Date:
No. of Restricted Shares:

ORION ENERGY SYSTEMS, INC.
2004 STOCK AND INCENTIVE AWARDS PLAN
As Amended and Restated Effective December 24, 2007
and Amended October 27, 2010

RESTRICTED STOCK AWARD AGREEMENT

THIS AGREEMENT, made and entered into as of thenGate specified above (the “Grant Datéy) anc
between Orion Energy Systems, Inc., a Wisconsiparation (the “Company”)and the Grantee specified ab
(“Grantee”).

RECITALS

WHEREAS, the Company maintains the Orion Energytedys, Inc. 2004 Stock and Incentive Awards Pla
amended and restated (the “Pla@id Grantee has been selected by the Committeedo/e a Restricted Stock Awi
under the Plan; and

WHEREAS, as a condition to the receipt by Grante¢hs Restricted Stock Award, Grantee reaffirmsl
agrees to be bound by the confidentiality, invemgjanon-solicitation and natempetition provisions set forth in pr
agreements between the Grantee and the Compangh \ahé incorporated by reference herein, in conaiaba fol
receipt of the Restricted Stock Award pursuant teereontinued employment, and other good and véb
consideration.

AGREEMENT

NOW, THEREFORE, IT IS AGREED, by and between thenpany and Grantee, as follows:
1. Award of Restricted Stock

1.1 Effective as of the Grant Date, the Company hegraynts to Grantee an award of the number of stud
restricted Common Stock of the Company specifieaval{“Restricted Stock”)subject to, and in accordance with,
restrictions, terms and conditions set forth inffen and this Agreement.

1.2 This Agreement (including any appendices or exgjlshall be construed in accordance with, and st
to, the provisions of the Plan (which are incorpedaherein by reference) and, except as otherwigeessly set fori
herein, the capitalized terms used in this Agredrakall have the same definitions as set fortihéRlan.




1.3 This Restricted Stock Award is conditioned uponr@ea’s acceptance of the terms of this Agreemen
any other agreement incorporated herein, as ewideihy Grantee’s execution of this Agreement or bpntees
electronic acceptance of the Agreement in a maanérduring the time period allowed by the Compdinthe terms ¢
this Agreement are not timely accepted by executiohy such electronic means, this Restricted Stoelard may b
cancelled by the Committee.

2. Restrictions

2.1 Subject to the terms of the Plan and this Agreemetite Grantee remains employed by the Compa
of the applicable vesting date, the Restricted IS&itall vest ondhird (1/3) per year on each of the first three
anniversaries of the Grant Date set forth heremn. gurposes of this Agreement, employment with bs&liary of th
Company or service as a member of the Board ofcBire of the Company, shall be considered employmwwéh the
Company.

2.2 Subject to vesting in accordance with Section thé terms of the Plan and this Agreement, Grartial
own the vested Restricted Stock free and cleall oéstrictions imposed by this Agreement. The Campshall transft
the vested Restricted Stock (less any applicabteheiding pursuant to Section 5) to an unrestri@edount in th
name of the Grantee as soon as practical afteraggaltable anniversary of the Grant Date.

2.3 Inthe event, prior to vesting, (i) Grantee dieslevactively employed by the Company, or (ii) Gemha
his or her employment terminated by reason of disak{within the meaning of Section 22(e)(3) ofethinterna
Revenue Code of 1986, as amended (the “Code”))séility”), any Restricted Stock shall become fully vested
nonforfeitable as of the date of Grantedeath or Disability. The Company shall trandifer Restricted Stock, free ¢
clear of any restrictions imposed by this Agreenterterantee (or, in the event of death, his orsuweviving spouse c
if none, to his or her estate) as soon as praditad his or her date of death or terminationDaability.

2.4 In exchange for receipt of consideration in thenfoof this Restricted Stock Award, contini
employment, and other good and valuable consideratiGrantee reaffirms and agrees to be bound b
confidentiality, inventions, non-solicitation an@mcompetition provisions set forth in prior agreensebetween tt
Grantee and the Company.

2.5 Except for death or Disability as provided in SewtR.3, or except as otherwise provided in a sewe
agreement with Grantee, if Grantee terminates hither employment or if the Company terminates Grasat
employment prior to vesting, the Restricted Stdukilscease to vest further, all of the unvestedritesd Stock shall t
immediately forfeited and cancelled, and Grantedl simly be entitled to the Restricted Stock thas ested as of |
or her date of termination.

2.6  Notwithstanding the other provisions of this Agres in the event of a Change of Control pric
vesting, all otherwise unvested Restricted Stocklldecome fully vested and nonforfeitable as & thate of th
Change of Control. The Company shall transfer testitcted




Stock that vests pursuant to this Section 2.6 taraestricted account in the name of Grantee as as@ractical aft
the date of the Change of Control.

2.7 The Restricted Stock may not be sold, assignedsfieared, pledged, or otherwise encumbered pritne
date Grantee becomes vested in the Restricted ,Stodkany such attempted sale, assignment, trapdéeige or othe
encumbrance shall be null and void. In additiorar@ee shall not sell any shares acquired undeAtrieement exce
as permitted by the terms of the Plan and at a wimen applicable laws, Company policies and angement betwes
the Company and its underwriters do not prohilsiale.

3. Stock; Dividends; Voting

3.1 The Restricted Stock shall be registered in theenafmGrantee as of the respective Grant Date foin
shares of Restricted Stock. The Company may eveléme registration of the Restricted Stock in so@nner as tt
Committee may deem appropriate, including by isp@tock certificates or using a restricted bookyeatcount witl
the Companys transfer agent. Physical possession or custodpystock certificates that are issued shall tered b
the Company until such time as the Restricted St®elested in accordance with Section 2. The Compeserves tt
right to place a legend on such stock certificategs an appropriate stop-transfer order in thee cals bookentry
registration, restricting the transferability oetiRestricted Stock and referring to the terms alitions (includin
forfeiture) of this Agreement and the Plan.

3.2 During the period the Restricted Stock is not wstbe Grantee shall not be entitled to receive
dividends or similar distributions declared on sukivested Restricted Stock and Grantee shall nenkided to vot
any such unvested Restricted Stock.

3.3 In the event of a stock split, stock dividend dnestchange in capitalization or another corporaen:
described in Section 6.4 of the Plan, the numbdrtgpe of shares subject to this Agreement shaldjasted by tt
Committee to the extent provided in Section 6.thefPlan.

4, No Right to Continued Employment or Additional Grants

Nothing in this Agreement or the Plan shall berpteted or construed to confer upon Grantee arht rgth
respect to continuance of employment by the Compauray Subsidiary, nor shall this Agreement or ttennterfere i
any way with the right of the Company or a Subsidta terminate Granteg’employment at any time or for any rea
The Plan may be terminated at any time, and, elvéreiPlan is not terminated, Grantee shall nothitled to an
additional awards under the Plan.

5. Taxes and Withholding

Grantee shall be responsible for all federal, statml and foreign taxes payable with respechts award c
Restricted Stock and dividends or other distrimgipaid on such Restricted Stock. Grantee shaé Ha right to mal
such elections under the Code as are availablerinection with this Restricted Stock Award. Grarghell rely solel
on the determinations of Granteedwn tax advisors or his or her own determinatiand not on any statements
representations by the




Company or any of its agents with regard to allhstex matters. Grantee acknowledges that it isohiser sol
responsibility, and not the Comparmyto make any filings required to make any suelteins under the Code, eve
Grantee requests that the Company or its reprasesganake the filings on his or her behalf. Grardgrees to repc
the value of the Restricted Stock in a manner steisi with the Compang’reporting for income tax purposes.
Company shall have the right to retain and withHobdn any payment of Restricted Stock or cash theumnt of taxe
required by any government to be withheld or otheewdeducted and paid with respect to such paynfentts
discretion, the Company may require Grantee tolvanse the Company for any such taxes required toithdeld an
may withhold any distribution in whole or in paritit the Company is so reimbursed. In lieu theréod, Company sh:
have the right to withhold from any other cash anmiswdue to Grantee an amount equal to such taxgesred to b
withheld or withhold and cancel (in whole or in faa number of shares of Restricted Stock havingpgket value n
less than the amount of such taxes.

6. Grantee Bound by the Plai

Grantee hereby acknowledges receipt of a copy efPlan and the prospectus for the Plan, and agoeke
bound by all the terms and provisions thereof.

7. Modification of Agreement

This Agreement may be modified, amended, suspermleterminated, and any terms or conditions ma
waived, but only by mutual agreement of the paitiesriting except as otherwise provided in Sectlénl of the Plan.

8. Severability

Should any provision of this Agreement be held bgoart of competent jurisdiction to be unenforceabi
invalid for any reason, the remaining provisionstlut Agreement shall not be affected by such Imgidaind sha
continue in full force in accordance with theirmtes.

9. Governing Law

The validity, interpretation, construction, and fpemance of this Agreement and agreements incorpariy
reference herein shall be governed by the law$®f3tate of Wisconsin without giving effect to genflicts of law:
principles thereof.

10. Successors in Intere:

This Agreement shall inure to the benefit of, aedbinding upon, the Company and its successorassigns
whether by merger, consolidation, reorganizatiate ®f assets, or otherwise. This Agreement shatei to the bene
of Grantees$ legal representatives. All obligations imposedrurantee and all rights granted to the Comparel
this Agreement shall be final, binding, and coneleisupon Granteg' heirs, executors, administrators, I
representatives, guardians and successors.

11. Resolution of Dispute




Any dispute or disagreement which may arise unolegs a result of, or in any way relate to therpetation
construction, or application of this Agreement kil determined by the Committee in its absoluscrdtion. An
determination made hereunder shall be final, bopdémd conclusive on Grantee and the Company lfpugboses.

12.  Pronouns; Including
Wherever appropriate in this Agreement, persornahguns shall be deemed to include the other geraohersh

singular to include the plural. Wherever used iis tAgreement, the term “including” meang¢luding, withou
limitation.”

IN WITNESS WHEREOF, the parties have executed Agseement to be effective as of the Grant Datd
above written.

ORION ENERGY SYSTEMS, INC.

Grantee

By:
Title:




Exhibit 10.9

Orion Energy Systems, Inc.
Non-Employee Director Compensation Plan
Updated January 24, 2014 (Effective April 2014)

1. Annual cash retainer: $40,000 (cash or stock) ($10,000 paid quarterly)
2. Board meeting fee: None

3. Committee meeting fee: None

4. Annual restricted stock grant: $45,000 grant date fair market vafue

5. Annual Chairman retainer: $40,000 (cash or stock)

6. Annual Ad Hoc Litigation Committee Chair rietar: $20,000 (cash or stock)

7. Annual Audit Committee Chairman retainer: 0$®O (cash or stock)

8. Annual Compensation Committee Chair retainer: $20,000 (cash or stock)

9. Annual Governance Committee Chair retainer: $10,000 (cash or stock)

10. Reimburse out-of-pocket expenses: Yes

Form of compensation to be chosen by each indiVidrar to each fiscal year. Number of shares tasseed on third business (
after release of annual (or quarterly, in caseusfrterly retainer payments) earnings announcenasgdon closing price on such date.

2 Annual restricted stock grant on third businessafésr annual earnings announcement with the dedlare to be converted into a
specific number of shares based on the closingpsade on such date - vest 1/3 each year on 13t8d the grant date provided the grantee
remains a director upon each vesting date.






Exhibit 10.17

Grantee:

Grant Date:
No. of Restricted Shares:
Amount of Restricted Cash: $

ORION ENERGY SYSTEMS, INC.
2004 STOCK AND INCENTIVE AWARDS PLAN
As Amended and Restated Effective December 24, 2007
and Amended October 27, 2010

TANDEM RESTRICTED STOCK AND CASH AWARD AGREEMENT

THIS AGREEMENT, made and entered into as of thenGate specified above (the “Grant Datéy) anc
between Orion Energy Systems, Inc., a Wisconsiparation (the “Company”)and the Grantee specified ab
(“Grantee”).

RECITALS

WHEREAS, the Company maintains the Orion Energytedys, Inc. 2004 Stock and Incentive Awards Pla
amended and restated (the “Plardhd Grantee has been selected by the Committeecéive a Tandem Restric
Stock and Cash Award under the Plan; and

WHEREAS, as a condition to the receipt by Grantethis Tandem Restricted Stock and Cash Award, 8t
reaffirms and agrees to be bound by the confidigtianventions, non-solicitation and nawompetition provisions s
forth in prior agreements between the Grantee &edQompany, which are incorporated by referenceihgir
consideration for receipt of the Tandem RestriG@&ack and Cash Award pursuant hereto, continuedogment, an
other good and valuable consideration.

AGREEMENT

NOW, THEREFORE, IT IS AGREED, by and between thenpany and Grantee, as follows:
1. Tandem Award of Restricted Stock and Restricted Cdt

1.1 Effective as of the Grant Date, the Company hegglapts to Grantee a tandem and coupled award
the number of shares of restricted Common StocthefCompany specified above (“Restricted Stockiyl (ii) the
amount of restricted cash specified above (“RestlicCash”)n each instance, subject to, and in accordande it
restrictions, terms and conditions set forth inffen and this Agreement.

1.2 This Agreement (including any appendices or exsjshall be construed in accordance with, and st
to, the provisions of the Plan (which are incorpedaherein by reference) and, except as otherwigeessly set fori
herein, the capitalized terms used in this Agredrakall have the same definitions as set fortinéRlan.




1.3 This Tandem Restricted Stock and Cash Award isitondd upon Grantes’acceptance of the terms
this Agreement and any other agreement incorpottagegin, as evidenced by Granteekecution of this Agreement
by Grantees electronic acceptance of the Agreement in a maamgeduring the time period allowed by the Compai
the terms of this Agreement are not timely accepte@xecution or by such electronic means, thisdéam Restricte
Stock and Cash Award may be cancelled by the Camenit

2. Restrictions

2.1 Subject to the terms of the Plan and this Agreemetite Grantee remains employed by the Compa
of the applicable vesting date, the Restricted IStotd the Restricted Cash shall each vesttbing-(1/3) per year ¢
each of the first three (3) anniversaries of thareDate set forth herein. For purposes of thisedgrent, employme
with a Subsidiary of the Company or service as ebex of the Board of Directors of the Company shalconsidere
employment with the Company.

2.2 Subject to vesting in accordance with Section thé terms of the Plan and this Agreement, Grartial
own the vested Restricted Stock and the RestriCe&zh free and clear of all restrictions imposedhiy Agreemen
The Company shall transfer (i) the vested Restti@®ck (less any applicable withholding pursuaréction 5) to ¢
unrestricted account in the name of the Grantee(énthe vested Restricted Cash (less any appkcabthholding
pursuant to Section 5) payable in accordance vghGompanys standard payroll practices, in each event as a¢
practical after each applicable anniversary ofGhant Date on which the Grantee remains employetidZompany.

2.3 In the event, prior to vesting, (i) Grantee dieslavactively employed by the Company, or (ii) Gemha
his or her employment terminated by reason of disak{within the meaning of Section 22(e)(3) ofethnterna
Revenue Code of 1986, as amended (the “Code”)séiility”), any Restricted Stock and Restricted Cash shallrbe
fully vested and nonforfeitable as of the date cdiriees death or Disability. The Company shall trandfer Restricte
Stock and Restricted Cash, free and clear of astyicBons imposed by this Agreement to Granteg ifothe event ¢
death, his or her surviving spouse or, if nonehitoor her estate) as soon as practical after hieepndate of death
termination for Disability.

2.4 In exchange for receipt of consideration in therfarf this Tandem Restricted Stock and Cash Av
continued employment, and other good and valuatesideration, Grantee reaffirms and agrees to hmddy th
confidentiality, inventions, non-solicitation an@mcompetition provisions set forth in prior agreensebetween tt
Grantee and the Company.

2.5 Except for death or Disability as provided in SewtR.3, or except as otherwise provided in a sewe
agreement with Grantee, if Grantee terminates hither employment or if the Company terminates Grasat
employment prior to vesting, the Restricted Stook ¢he Restricted Cash shall each cease to vakefurll of th
unvested Restricted Stock and Restricted Cash Bbathmediately forfeited and cancelled, and Grausteall only b
entitled to the Restricted Stock and Restrictech@laat has vested as of his or her date of termimat

2.6  Notwithstanding the other provisions of this Agres in the event of a Change of Control pric
vesting, all otherwise unvested Restricted StockRestricted Cash shall become




fully vested and nonforfeitable as of the datehaf €Change of Control. The Company shall transfeRbstricted Sto«
and Restricted Cash that vests pursuant to thisoBez.6 to Grantee as soon as practical afted#te of the Change
Control in accordance with Section 2.2.

2.7 Neither the Restricted Stock nor the RestrictedhQasy be sold, assigned, transferred, pledge
otherwise encumbered prior to the date Granteerbeswested in the Restricted Stock and the Resdricash, and a
such attempted sale, assignment, transfer, pledgther encumbrance shall be null and void. In @alii Grantee she
not sell any shares acquired under this Agreemecgpt as permitted by the terms of the Plan and tine whe
applicable laws, Company policies and any agreeimetmieen the Company and its underwriters do radtipit a sale.

3. Stock; Dividends; Voting; Interest

3.1 The Restricted Stock shall be registered in theenafmGrantee as of the respective Grant Date foin
shares of Restricted Stock. The Company may eveléme registration of the Restricted Stock in soanner as tf
Committee may deem appropriate, including by isp@tock certificates or using a restricted bookyeatcount witl
the Companys transfer agent. Physical possession or custodgystock certificates that are issued shall taerred b
the Company until such time as the Restricted St®slested in accordance with Section 2. The Compeserves tt
right to place a legend on such stock certificategs an appropriate stop-transfer order in thee cals bookentry
registration, restricting the transferability oetlRestricted Stock and referring to the terms amitions (includin
forfeiture) of this Agreement and the Plan.

3.2 During the period the Restricted Stock is not wstbe Grantee shall not be entitled to receive
dividends or similar distributions declared on suweivested Restricted Stock and Grantee shall nenbded to vot
any such unvested Restricted Stock.

3.3 In the event of a stock split, stock dividend dnestchange in capitalization or another corporatn:
described in Section 6.4 of the Plan, the numbdrtgpe of shares subject to this Agreement shaldjasted by tr
Committee to the extent provided in Section 6.thefPlan.

3.4 During the period the Restricted Cash is not vedsteel Company shall not be required to segrege
otherwise set aside the Restricted Cash for theflherf the Grantee and the Grantee shall not bigleshto receive ar
interest on such funds. In addition, the Grantes! slot have a security interest or any other gdges or others rights
a creditor of the Company with respect to the Restit Cash.

4. No Right to Continued Employment or Additional Grants

Nothing in this Agreement or the Plan shall benmteted or construed to confer upon Grantee ariyt mgth
respect to continuance of employment by the Comparay Subsidiary, nor shall this Agreement or tlenmnterfere ii
any way with the right of the Company or a Subsidta terminate Granteg’employment at any time or for any rea
The Plan may be terminated at any time, and, elvéreiPlan is not terminated, Grantee shall noehitled to an
additional awards under the Plan.




5. Taxes and Withholding

Grantee shall be responsible for all federal, staial and foreign taxes payable with respecthie Tander
Restricted Stock and Cash Award and dividends leerddistributions paid on such Restricted Stockan@re shall ha
the right to make such elections under the Codar@svailable in connection with this Tandem Retdd Stock ar
Cash Award. Grantee shall rely solely on the deitmations of Granteg’ own tax advisors or his or her ¢
determinations and not on any statements or repiasens by the Company or any of its agents wetard to all suc
tax matters. Grantee acknowledges that it is hiseorsole responsibility, and not the Companyd make any filing
required to make any such elections under the Caxkm if Grantee requests that the Company oefisesentative
make the filings on his or her behalf. Grantee egte report the value of the Restricted StocktardRestricted Ca
in a manner consistent with the Companyeporting for income tax purposes. The Compamjl $tave the right 1
retain and withhold from any payment of RestricBtdck or Restricted Cash or other cash the amduaies require
by any government to be withheld or otherwise desth@and paid with respect to such payment. Atigsrdtion, th
Company may require Grantee to reimburse the Coynfmarany such taxes required to be withheld ang mighholc
any distribution in whole or in part until the Coany is so reimbursed. In lieu thereof, the Compsrall have the rig
to withhold from any other cash amounts due to @&aran amount equal to such taxes required to beheld o
withhold and cancel (in whole or in part) a numbgeshares of Restricted Stock having a market vabtdess than tl
amount of such taxes.

6. Grantee Bound by the Plai

Grantee hereby acknowledges receipt of a copy efPlan and the prospectus for the Plan, and agoeke
bound by all the terms and provisions thereof.

7. Modification of Agreement

This Agreement may be modified, amended, suspermleterminated, and any terms or conditions ma
waived, but only by mutual agreement of the paitiesriting except as otherwise provided in Sectlénl of the Plan.

8. Severability

Should any provision of this Agreement be held bgoart of competent jurisdiction to be unenforceabi
invalid for any reason, the remaining provisionstlut Agreement shall not be affected by such Imgidaind sha
continue in full force in accordance with theirmtes.

9. Governing Law

The validity, interpretation, construction, and fpemance of this Agreement and agreements incorpariy
reference herein shall be governed by the laws®f3tate of Wisconsin without giving effect to genflicts of law:
principles thereof.

10. Successors in Intere:

This Agreement shall inure to the benefit of, aedbinding upon, the Company and its successorassigns
whether by merger, consolidation, reorganizatiale sf assets, or




otherwise. This Agreement shall inure to the berwfiGrantees legal representatives. All obligations imposedn
Grantee and all rights granted to the Company umigisr Agreement shall be final, binding, and cosiila upol
Grantee’s heirs, executors, administrators, leg@lasentatives, guardians and successors.

11. Resolution of Dispute

Any dispute or disagreement which may arise unaleas a result of, or in any way relate to therpetation
construction, or application of this Agreement bl determined by the Committee in its absolustmition. An'
determination made hereunder shall be final, bodamd conclusive on Grantee and the Company fpugboses.

12.  Pronouns; Including
Wherever appropriate in this Agreement, persorah@uns shall be deemed to include the other geracher sh
singular to include the plural. Wherever used iis tAgreement, the term “including” means¢luding, withou

limitation.”

[Remainder of page intentionally left blank, sigmat page follows.]




IN WITNESS WHEREOF, the parties have executed Agseement to be effective as of the Grant Datd
above written.

ORION ENERGY SYSTEMS, INC.

Grantee
By:

Title:




Exhibit 10.18

Non-Employee Director Grantee:
Grant Date:

No. of Restricted Shares:

ORION ENERGY SYSTEMS, INC.
2004 STOCK AND INCENTIVE AWARDS PLAN
As Amended and Restated Effective December 24, 2007
and Amended October 27, 2010

RESTRICTED STOCK AWARD AGREEMENT

(for Non-Employee Members of the Board of Directory

THIS AGREEMENT, made and entered into as of thenGiate specified above (the “Grant Daté¥) anc
between Orion Energy Systems, Inc., a Wisconsiparation (the “Company”), and the Nd&mployee Directc
Grantee specified above (“Grantee”).

WHEREAS, the Company maintains the Orion Energytedys, Inc. 2004 Stock and Incentive Awards Pla
amended and restated (the “Plardihd Grantee is receiving this Restricted Stock Awarder the Plan as part of
Grantee’s annual retainer for services as a norlegre@ member of the Board of Directors of the Conypa

NOW, THEREFORE, IT IS AGREED, by and between thenpany and Grantee, as follows:
1. Award of Restricted Stock

1.1 Effective as of the Grant Date, the Company hegrants to Grantee an award of the number of shud
restricted Common Stock of the Company specifieaval{“Restricted Stock”)subject to, and in accordance with,
restrictions, terms and conditions set forth inffen and this Agreement.

1.2 This Agreement (including any appendices or exsjshall be construed in accordance with, and st
to, the provisions of the Plan (which are incorpedaherein by reference) and, except as otherwigeessly set fori
herein, the capitalized terms used in this Agredrakall have the same definitions as set fortihéRlan.

1.3 This Restricted Stock Award is conditioned uponr@ea’s acceptance of the terms of this Agreemei
evidenced by Grantee’s execution of this Agreenw@nby Grantees electronic acceptance of the Agreement
manner and during the time period allowed by then@any. If the terms of this Agreement are not tyretcepted k
execution or by such electronic means, this Réstti6tock Award may be cancelled.

2. Restrictions

2.1 Subject to the terms of the Plan and this Agreemértiie Grantee remains a member of the Boa
Directors of the Company as of the applicable ngstiate, the Restricted Stock




shall vest in one-third (1/3) increments on eacbetember 31, 2014, December 31, 2015 and Dece3ih016.

2.2 Subject to vesting in accordance with Section thé terms of the Plan and this Agreement, Grartial
own the vested Restricted Stock free and cleall oéstrictions imposed by this Agreement. The Campshall transft
the vested Restricted Stock (less any applicabtehwiding pursuant to Section 5) to an unrestridedount in th
name of the Grantee as soon as practical afteraggaltable anniversary of the Grant Date.

2.3 In the event, prior to vesting, (i) Grantee diesl&Berving as a member of the Board of Directdrthe
Company, or (ii) Grantee has his or her direct@rs@iminated by reason of disability (within theanang of Section 22
(e)(3) of the Internal Revenue Code of 1986, asnai®@ (the “Code”)) (“Disability”),any Restricted Stock sh
become fully vested and nonforfeitable as of thie dd Grantees death or Disability. The Company shall transhe
Restricted Stock, free and clear of any restrigionposed by this Agreement to Grantee (or, inetient of death, h
or her surviving spouse or, if none, to his or éstate) as soon as practical after his or herafadeath or terminatic
for Disability.

2.4 Except for death or Disability as provided in SextR.3, if Grantee status as a member of the Bot
Directors of the Company terminates prior to vesfior any reason, the Restricted Stock shall ceasest further, a
of the unvested Restricted Stock shall be immelgidtefeited and cancelled, and Grantee shall drdyentitled to th
Restricted Stock that has vested as of his or &er @f termination as a director.

2.5 The Restricted Stock may not be sold, assignedsfieared, pledged, or otherwise encumbered pritine
date Grantee becomes vested in the Restricted ,Stndkany such attempted sale, assignment, tramdéeige or othe
encumbrance shall be null and void. In additiorar@e shall not sell any shares acquired undeAtjieement exce
as permitted by the terms of the Plan and at a wimen applicable laws, Company policies and angegent betwe
the Company and its underwriters do not prohilsiale.

2.6 Notwithstanding the other provisions of this Agream in the event of a Change of Control prior to
vesting, all otherwise unvested Restricted Stoelll fiecome fully vested and nonforfeitable as efdiate of the
Change of Control. The Company shall transfer tastifitted Stock that vests pursuant to this Se&i6rio an
unrestricted account in the name of Grantee as as@nactical after the date of the Change of @antr

3. Stock; Dividends; Voting

3.1 The Restricted Stock shall be registered in theenafmGrantee as of the respective Grant Date foin
shares of Restricted Stock. The Company may eveléme registration of the Restricted Stock in so@nner as tt
Committee may deem appropriate, including by isp@tock certificates or using a restricted bookyeatcount witl
the Companys transfer agent. Physical possession or custodpystock certificates that are issued shall tered b
the Company until such time as the Restricted St®elested in accordance with Section 2. The Compeserves tt
right to place a legend on such stock certificategs an appropriate stop-transfer order in thee cafs bookentry
registration, restricting the transferability oétRestricted




Stock and referring to the terms and conditionsliing forfeiture) of this Agreement and the Plan.

3.2 During the period the Restricted Stock is not wstbe Grantee shall not be entitled to receive
dividends or similar distributions declared on sukivested Restricted Stock and Grantee shall nenkided to vot
any such unvested Restricted Stock.

3.3 In the event of a stock split, stock dividend dnestchange in capitalization or another corporatn:
described in Section 6.4 of the Plan, the numbdrtgpe of shares subject to this Agreement shaldjasted by tt
Committee to the extent provided in Section 6.thefPlan.

4, No Right to Continued Service or Additional Grants

Nothing in this Agreement or the Plan shall berpteted or construed to confer upon Grantee arht rgth
respect to continuance of service as a memberedBtiard of Directors of the Company, nor shall &kggeement or tF
Plan interfere in any way with the right of the Guamy to terminate Granteeservice at any time or for any reasc
accordance with the Company’s Articles of Incorpioraand ByLaws. The Plan may be terminated at any time,
even if the Plan is not terminated, Grantee shalbe entitled to any additional awards under ta@ P

5. Taxes and Withholding

Grantee shall be responsible for all federal, statml and foreign taxes payable with respechts award c
Restricted Stock and dividends or other distrimgipaid on such Restricted Stock. Grantee shaé Ha right to mal
such elections under the Code as are availablerinection with this Restricted Stock Award. Grarghell rely solel
on the determinations of Granteedwn tax advisors or his or her own determinatiand not on any statements
representations by the Company or any of its ageitksregard to all such tax matters. Grantee achedges that it
his or her sole responsibility, and not the Compsnp make any filings required to make any suebtens under tf
Code, even if Grantee requests that the Compatig oepresentatives make the filings on his or thednalf. Grante
agrees to report the value of the Restricted Stock manner consistent with the Compangeporting for income t:
purposes. The Company shall have the right torretad withhold from any payment of Restricted Stoclcash th
amount of taxes required by any government to kheld or otherwise deducted and paid with respectuct
payment. At its discretion, the Company may req@rantee to reimburse the Company for any suclsteeguired t
be withheld and may withhold any distribution inald or in part until the Company is so reimburdedieu thereoi
the Company shall have the right to withhold framy ather cash amounts due to Grantee an amount tegelach taxe
required to be withheld or withhold and cancelihole or in part) a number of shares of RestriGéack having
market value not less than the amount of such taxes

6. Grantee Bound by the Plai

Grantee hereby acknowledges receipt of a copy efPlan and the prospectus for the Plan, and agoeke¢
bound by all the terms and provisions thereof.




7. Modification of Agreement

This Agreement may be modified, amended, suspermleterminated, and any terms or conditions ma
waived, but only by mutual agreement of the pathesriting except as otherwise provided in Sectl®nl of the Plan.

8. Severability

Should any provision of this Agreement be held bgoart of competent jurisdiction to be unenforceabi
invalid for any reason, the remaining provisionstltut Agreement shall not be affected by such Imgidand sha
continue in full force in accordance with theirmtes.

9. Governing Law

The validity, interpretation, construction, and fpemance of this Agreement and agreements incorpadrhy
reference herein shall be governed by the law&®f3tate of Wisconsin without giving effect to tanflicts of law:
principles thereof.

10. Successors in Intere:

This Agreement shall inure to the benefit of, aedbinding upon, the Company and its successorassigns
whether by merger, consolidation, reorganizatiate ®f assets, or otherwise. This Agreement shatei to the bene
of Grantees legal representatives. All obligations imposedrurantee and all rights granted to the Compardel
this Agreement shall be final, binding, and coneleisupon Granteg' heirs, executors, administrators, I
representatives, guardians and successors.

11. Resolution of Dispute

Any dispute or disagreement which may arise unolegs a result of, or in any way relate to therpetation
construction, or application of this Agreement &lhal determined by the CompasyCompensation Committee in
absolute discretion. Any determination made hereursthall be final, binding, and conclusive on Geanand th
Company for all purposes.

12.  Pronouns; Including
Wherever appropriate in this Agreement, persorah@uns shall be deemed to include the other geracher $h
singular to include the plural. Wherever used iis tAgreement, the term “including” means¢luding, withou

limitation.”

[Remainder of page intentionally left blank, sigmat page follows.]




IN WITNESS WHEREOF, the parties have executed Agseement to be effective as of the Grant Datd
above written.

ORION ENERGY SYSTEMS, INC.

Grantee
By:

Title:




Entity

Subsidiaries

Jurisdiction of Organization

Exhibit 21.1

Great Lakes Energy Technologies, LLC
Clean Energy Solutions, LLC

Orion Asset Management, LLC

Harris Manufacturing, Inc.

Harris LED, LLC

Wisconsin
Wisconsin
Wisconsin
Florida
Florida



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Orion Energy Systems, Inc.
Manitowoc, Wisconsin

We hereby consent to the incorporation by referémt¢lee Registration Statement Forms S-8 (No. 383611 and 333-148401) of Orion
Energy Systems, Inc. of our reports dated Jun@B4 , relating to the consolidated financial staats and financial statement schedule, anc
the effectiveness of Orion Energy Systems, Inatsrnal control over financial reporting, which agps in the Annual Report to Shareholders,
which is incorporated by reference in this AnnuapBrt on Form 10-K.

/s/ BDO USA, LLP
Milwaukee, Wisconsin
June 13, 2014



Exhibit 31.1

Certification of Chief Executive Officer
Pursuant to Rule 13a-14(a) or 15d-14(a) under theeBurities Exchange Act of 1934

[, John H. Scribante, certify that:

1.

| have reviewed this Annual Report on FormKL6f Orion Energy Systems, In

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitide a material fact necessar
make the statements made, in light of the circumtts under which such statements were made, négadisg with respect to t
period covered by this report;

Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of ogerstand cash flows of the registrant as of, amgtfe periods presented in this report;

The registran$ other certifying officer and | are responsible &stablishing and maintaining disclosure contanisl procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant anddiav

Designed such disclosure controls and proceduresawsed such disclosure controls and proceduré tdesigned under ¢
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting anlde preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtids report our conclusions ab
the effectiveness of the disclosure controls aratguiures, as of the end of the period covered Isyrédport based on sL
evaluation; and

Disclosed in this report any change in thestegnt's internal control over financial reportitigat occurred during the registrant
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regastt’s internal control over financial reporting;dan

The registrant’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @dntwver financie
reporting, to the registrant’s auditors and theitacmimmittee of the registrasthboard of directors (or persons performing theweden
functions):

All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that inneadvmanagement or other employees who have a siniifrole in the registrast’
internal control over financial reporting.

Date: June 13, 2014

/s/ John H. Scribante
John H. Scribante
Chief Executive Officer




Exhibit 31.2

Certification of Chief Financial Officer
Pursuant to Rule 13a-14(a) or 15d-14(a) under theeBurities Exchange Act of 1934

I, Scott R. Jensen, certify that:

1.

I have reviewed this Annual Report on FormKLOf Orion Energy Systems, In

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitide a material fact necessar
make the statements made, in light of the circumtts under which such statements were made, négadisg with respect to t
period covered by this report;

Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of ogerstand cash flows of the registrant as of, amgtfe periods presented in this report;

The registran$ other certifying officer and | are responsible &stablishing and maintaining disclosure contanisl procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant anddiav

Designed such disclosure controls and proceduresawsed such disclosure controls and proceduré tdesigned under ¢
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting anlde preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles;

Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtids report our conclusions ab
the effectiveness of the disclosure controls aratguiures, as of the end of the period covered Isyrédport based on sL
evaluation; and

Disclosed in this report any change in thestegnt's internal control over financial reportititat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regastt’s internal control over financial reporting;dan

The registrant’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @dntwver financie
reporting, to the registrant’s auditors and theitacmimmittee of the registrasthboard of directors (or persons performing theweden
functions):

All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that inneadvmanagement or other employees who have a s@miifrole in the registraist
internal control over financial reporting.

Date: June 13, 2014

/sl Scott R. Jensen
Scott R. Jensen
Chief Financial Officer, Chief Accounting Officend Treasurer




Exhibit 32.1

Written Statement of the Chief Executive Officer anl Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350

Solely for the purposes of complying with 18 U.SS&ction 1350, as adopted pursuant to Section Bedarbane®xley Act of 2002, we
the undersigned Chief Executive Officer and ChiefaRcial Officer of Orion Energy Systems, Inc. (tf@mpany”), hereby certify, based

our knowledge, that the Annual Report on Form 16fkhe Company for the twelve-month period endeddi&1, 2014 , (the "Reportiylly
complies with the requirements of Section 13(a}hef Securities Exchange Act of 1934 and that in&giom contained in the Report fai
presents, in all material respects, the finanaaldition and results of operations of the Company.

/s/ John H. Scribante
John H. Scribante
Chief Executive Officer

/sl Scott R. Jensen

Scott R. Jensen

Chief Financial Officer,

Chief Accounting Officer and Treasurer

Date: June 13, 2014



